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SUCCESS— 
Will You Pay the Price? 


i you are normal, you want the comforts 
and luxuries which are the by-products of 
success—a home of your own—a new car 
—the leisure to read — the means to travel. 

You want these things very much. 

But— you are keen enough to perceive 
that experience and facility in handling 
routine work will never get them for you. 

What, then, are you bine to gain that 
specialized experience — that ¢vained ability 
—for which business firms are willing to 
pay real money? 

uring the past nineteen years more than 

640,000 men have found the answer to that 

uestion in home-study training under the 
aSalle Problem Method. 

Evening after evening, they have seated 
themselves, to all intents and purposes, at 
the desks of men in high-salaried positions, 
and have squarely faced the Jrodlems of 
those positions. 

Evening after evening, they have been 
shown the principles involved in the solu- 
tion of such problems —and how those 
ate are applied by highly successful 

usiness houses. 

Evening after evening, they have tackled 
concrete problems, lifted bodily from busi- 
ness life, and under the direction of some of 
the ablest men in their respective fields Aave 
worked those problems out for themselves. 

That they have been we// rewarded for 
their foresight and their earnestness is shown 
by the fact that during only six months’ time 
as many as 1,248 LaSalle members reported 
salary increases totaling $1,399,507 — an 
average increase per man of 89%. 


Send for Free Book 


“Ten Years’ Promotion in One” 


If you—knowing these facts—are content 
to drift, you will not profit by reading further. 

If onthe other hand you have imagination 
enough tosee yourself in a homeof your own, 
enjoying the comforts and luxuries of life 
—the coupon below may shorten your jour- 
ney tosuccess by many years, 

Note, please, that the coupon will bring 
you full particulars of the training which 
appeals to you, together with your copy of 
that most inspiring book, ‘“Ten Years’ Pro- 
motion in One’’— all without obligation. 

If you want success, and are willing to 
pay the price, ACT! 

— —— — Find Yourself Through LaSalle!— —— — 
LASALLE EXTENSION UNIVERSITY 
The Worid’s Largest Business Training Institution 
Dept. 10332-R Chicago 

1 should by giad to learn about your 
‘easing plan as applie to 
my in the field 
checked below. 
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Find Out from Uncle Sam 


By GRIFFITH EVANS 


Chief, Editorial Division, Bureau 
of Foreign and Domestic Commerce 


HA a dozen times a month, per- 
haps, the average business man finds 
himself in immediate need of some small 
but important bit of information. 
Probably he sends his secretary to a 
library for a hurried and trying search, 
or he telephones his lawyer—never real- 
izing that the U. S. Government has 
collected and printed a great mass of 
data for his use. 

In government publications business 
men find facts that mean for them sub- 
stantial profits, the avoidance of loss, 
the elimination of waste, the facilitating 
of every phase of their activities. 

More than 106,000,000 copies of books 
and pamphlets, covering a wide field, 
were published by the U. S. Govern- 
ment Printing Office in Washington 
during the past fiscal year, an increase of 
nearly 6,850,000 over the preceding year. 
The foregoing figures do not include the 
Congressional Record, bills, and patent 
publications, which totaled many mil- 
lions of copies. 

A list of some of the recent govern- 
ment publications that may have a 
more general appeal to the business 
public is given below. Some of them are 
issued periodically, while others cover a 
special survey; but all these studies are 
intended primarily to answer such 
economic inquiries as are received by 
the government service and to make the 
information available to a larger number 
of individuals and firms, who can apply 
the facts to their particular needs. 

All orders should be addressed to the 
Superintendent of Documents, Govern- 
ment Printing Office, Washington, D. C. 
Where no price is given, the pamphlet in 
question is free for the asking. 


AGRICULTURE 


Yearbook of Agriculture. Annual. 
(Department of Agriculture.) This pub- 
lication contains brief articles dealing 
with the most recent developments in 
agricultural research and farm technique. 


Price. $1.50. 


Codperative Marketing and Purchas- 
ing, 1920-1930. 56 pages, illustrations. 
(Department of Agriculture.) Shows the 
growth of codperative marketing of agri- 
cultural products during the past ten 
years. Price, 10 cents. 


Journal of Agricultural Research. 
Semimonthly. (Department of Agricul- 
ture.) Contains articles on the result of 
scientific research into the problems af- 
fecting agriculture in all its phases. Single 
copies, 20 cents; annual subscription, $4. 


BANKING AND FINANCE 


Federal Reserve Bulletin. 
(Federal Reserve Board.) 


Monthly. 
Contains a 


detailed analysis of business conditions, 
reviews of foreign banking, and complete 
statistics showing conditions of Federal 
Reserve and member banks. Single copies, 
20 cents; annual subscription, $2. 


American Direct Investments in For. 
eign Countries. 57 pages. (Depart- 
ment of Commerce.) Study of invest- 
ments of American capital abroad, their 
geographical distribution, and the indus- 
tries in which the investments are made. 
Price, 10 cents. 


Handbook on American Underwriting 
of Foreign Securities. 166 pages. (De- 
partment of Commerce.) Data on geo- 
graphical distribution of foreign securities 
floated in the United States, with an 
analysis of developments in American 
and foreign money markets from 1914 to 
1929, and a bond-yield index based on 
prices of foreign bonds publicly offered in 
the United States from 1919 to 1929. 
Price, 25 cents. 


Handbook of Foreign Currency and 
Exchange. 189 pages. (Department of 
Commerce.) Contains a brief history 
of world currency. The material is ar- 
ranged alphabetically by countries, show- 
ing the monetary unit of each with the 
equivalent in United States currency, and 
the average exchange rates since 1900. 
Price, 30 cents. 


Financial Statistics of Cities Having 
Population of over 30,000, 1928. 509 
pages, illustrations. (Department of 
Commerce.) These statistics show the 
total and per capita receipts and expen- 
ditures of the cities considered, the value 
of municipal property, municipal indebted- 
ness, the assessed value of taxable prop- 
erty, and the total and per capita tax 


levies. Price, $1.25. 
Banking System and Practices in 
France. 27 pages. (Department of 


Commerce.) Discussion of the practices 
of the different classes of banks in France, 
the position of branches of foreign banks, 
operations of codperative agricultural 
credit companies, and the place of the 
Bank of France in the financial operations 
of the country. Price, 10 cents. 


Taxation of Business in France. 92 
pages. (Department of Commerce.) 
Study of the many kinds of taxes levied in 
France, particularly on business enter- 
prises, and the methods of their collec- 
tion. Price, 10 cents. 


Books Or REFERENCE 


United States Official Postal Guide, with 
monthly supplements. (Post Office De- 
partment.) Contains the regulations gov- 
erning domestic and foreign mail, the 
provisions ‘applicable to different classes 
of mail, postal rates, money orders, postal 
funds, rules governing post offices and 
their employees, activities of the postal 
savings system, and information regarding 


(Continued on Page 6) 
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You gain the profitable service 
of the World’s Great Authorities 


the New 


HEN you buy the Encyclopaedia Britannica, 

you acquire the most authoritative work of 

its kind published. For the Britannica derives knowl- 
edge first-hand from eminent authorities in all fields. 


More than 3,500 of these authorities, representing every civ- 
ilized country on the globe, have written for the new Britannica. 

It is recognized by educators and librarians that ‘‘additional 
authority is given to a work if the articles are signed.” 


Every family should own a good encyclopaedia, and it is 
significant that already 80,000 families own and use the new 


Britannica. 


“The highest general 
authority “ 


There is no work that is com- 
parable with it in authority 
and scope; in its up-to-date 
survey of all world-knowledge; 
in its profusion of illustrations; 
in its practical usefulness in 
the home—for every member 
of the family. 


It cost nearly $2,500,000 to 
produce this great work. It 
has been accepted everywhere 
as “the finest encyclopaedia in 
English.” It is recognized in 
the schools as one of the most 
practical aids to education. 
It has been commended by 
intelligent men and women 
who depend upon it for useful 
everyday information. 


Of increasing value 
to children 


In the home where there are 
children, the new Britannica 
is indispensable. For the child 
who has access to its pages 


gains an advantage that helps 
him to succeed. 

It meets the child’s first 
needs in school studies, and as 
his interests expand it is of in- 
creasing value to him. The 
knowledge he acquires is re- 
liable—it leaves nothing for 
the child to ‘‘unlearn”’. 


A remarkably low price 


A reference work on which 
you cannot fully rely is not 
cheap at any price; but the 
fact is that you can buy the 
new Britannica, the work writ- 
ten by the world’s authorities, 
at a remarkably low price. 


56-page Free Booklet 


Tear out the coupon, 
send it to us, and you 
will receive by return 
mail a large, beauti- 
ful 56-page booklet, 
rich with color 
plates, maps and 
sample pages. It 
contains a full de- 
scription of the Britannica 
and how you can make it your 
most useful possession. Send the 
coupon for the large booklet today. 


Britannica 














Among the 
Contributors: 
William Beebe 
Frank B. Kellogg 
Owen D. Young 





Ramsay MacDonald 
Orville Wright 

Elihu Root 

Albert Einstein 
Grantland Rice 
Marshal Foch 
George Bernard Shaw 
Henry Ford 

Robert A. Millikan 
G. K. Chesterton 
Charles Evans Hughes 
Admiral Byrd 

Alfred E. Smith 
Roscoe Pound 

Sir Oliver Lodge 

A. A. Michelson 
Norman Bel Geddes 
Cardinal Bourne 

Sir A. S. Eddington 
Gamaliel Bradford 
Grace Abbott 
Gilbert Murray 

Max Reinhardt 

C. Stanislavsky 
Sigmund Freud 
Senator Reed Smoot 
Bishop Manning 
Monsignor Pucci 
George Eastman 


Julian Huxley 


and 3500 others 











OWNERS SAY: 


Comprehensive and au- 
thoritative. Nothing has 
been left undone to make 
it thorough and complete. 


Charles Evans Hughes, 


Chief Justice of the 
U. S. Supreme Court 


It is the ideal encyclo- 
paedia for a home with 
children—indeed, for any 
home. 

Willis A. Sutton, 


Recently President, 
Nat’1 Education Ass'n. 


As a source of accurate 
and interesting informa- 
tion it will be of incalcul- 
able value in any house- 
hold. 

John Grier Hibben, 


President, 
Princeton University. 


WHAT YOU GET: 


The 24 large volumes 
carry 35,000,000 words 
written by 3,500 authori- 
ties and are richly illus- 
trated with 15,000 pic- 
tures, many in full color, 
and with 500 maps—the 
whole, indexed with 500,- 
000 separate entries. 


$5 DOWN AND 
ONLY $5 A MONTH 


Our Thrift Plan of pur- 
chase favors the pocket- 
book. Only $5 down is 
required to bring the set 
to your home for imme- 
diate use. The balance is 
payable in a few monthly 
instalments of $5 or more, 
as you wish. 
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| SEND FOR FREE BOOKLET TODAY 
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ENCYCLOPAEDIA BRITANNICA, Inc. 
342 Madison Avenue, New York City 
Please send me, by return mail, without obli- 
gation, your 56-page illustrated booklet with 
color plates and maps from the new Britannica, 
together with low price offer, etc. 


1w.W.-Zt 
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The Punishment of Tantalus 
Is Immortalized in Our Word 


TANTALIZE 


Greek mythology records the story of King Tan- 
talus who seriously offended the gods and was 
punished in an extraordinary manner. He was 
placed in the midst of a lake whose waters reached 
his chin, but receded whenever he attempted to 
allay his thirst. Over his head hung branches 
laden with choice fruit, which likewise receded 
whenever he stretched out his hand in an attempt 
to satisfy his hunger. Tantalus became the symbol 
of teasing and torment, and his name is the origin 
of our word tantalize. When we know the source 
of the word, what a clear picture we have of its 
meaning! This is the way in which you come to 
understand the background and essential mean- 
ings of English words when you look them up in 


WEBSTER’S NEW 
INTERNATIONAL 
DICTIONARY 
The “Supreme Authority” 


Not only do these word stories 
make the most interesting read- 
ing, but to know them will 
give you an effectiveness in 
speaking and writing that 
can come in no other way. 
The Merriam-Webster 
gives you the whole 
\- word power of the 
, “ English language. It 
BX . is a library in one 
MP ¢ ; volume, its type mat- 
if il ter equivalent to a 15- 
; 0 es volume encyclopedia, Its 
encyclopedic information 
makes it a general question-answerer on all subjects. 
In its 2,700 pages there are 452,000 entries, includ- 
ing thousands of new words, 12,000 biographical 
entries, 32,000 geographical subjects, 100 valuable 
tables, over 6,000 illustrations. 


Get The Best 


Rely on the testimony of Presidents and Department 
Heads of the leading Universities; the indorsement of 
hundreds of Supreme Court Judges; the judgment 
of Librarians all over the country who choose the 
-WEBSTER for their own use. 


See It at Your Bookstore 


Send for Free Booklet 
of Word Stories 


Anumber of these fascinating stories about the origins 
of words are presented in an interesting illustrated 
booklet which we shall be glad to send you free on 
request, together with full information about The 
Merriam-Webster. Just mail coupon. No obligation. 


G. & C. MERRIAM CO., Springfield, Mass. 


Rea eae eases ae as ee 
G. & C. Merriam Co., Springfield, Mass. 


Please send me free your booklet ‘*Sur- 
prising Origins of English Words” and full 
information about Webster's New Interna- 
tional Dictionary. (W.W. 10-31.) 















Name. 





Street and Number 








 ieieieiata ania 
ee 


Copyright 1931 by G. a C. Merriam Company. 





(Continued from Page 4) 
international postal service, with lists 
of all post offices in the United States 
and its possessions. Price of Guide with 
eleven supplements, $1.50. 


Commerce Yearbook. 2vols. Annual. 
(Department of Commerce.) Volume I 
covers the United States and contains 
the outstanding facts pertaining to com- 
modity production and trade, price 
changes, transportation, finance, agricul- 
ture, construction, foreign trade, and other 
data. Price, $1. Volume II deals with 
foreign countries, showing briefly the 
general economic trends, agricultural and 
industrial development, transportation 
and communication facilities, finance, 
and foreign trade of each. Price, $1. 


Commercial and Industrial Organiza- 
tions of the United States. 272 pages. 
(Department of Commerce.) Contains 
lists of national and local commercial and 
industrial organizations of the United 
States, with international associations in- 


cluded. Price, 60 cents. 


Foreign Commerce and Navigation of 
United States. Annual. (Department of 
Commerce.) Contains tables showing ex- 
ports (with destination) and imports 
(with countries of origin), foreign trade 
by customs districts, number and ton- 
nage of vessels entered and cleared in the 
foreign trade of the United States, and 


other data. Price, $1.50. 
Market Data Handbook of United 
States. 535 pages, maps. (Department 


of Commerce.) Comprehensive study of 
the markets of the United States, the ma- 
terial being grouped under consumer, 
farm, and industrial markets. The data 
is given in tables showing the population, 
value of manufactures, farm products, and 
minerals; bank deposits; postal receipts; 
and number of retail and wholesale stores. 
There are also tables showing the loca- 
tion, by state and county, of manufactur- 
ing industries. A supplement contains 
the circulation of farm publications by 
states and counties. Price, $2.50. 


Market Research Agencies. 206 pages. 
(Department of Commerce.) A guide to 
publications and activities relating to 
domestic marketing. Price, 15 cents. 


Monthly Summary of Foreign Com- 
merce of United States. Parts I and II. 
(Department of Commerce.) Part I 
contains statistics of exports and imports 
by articles. Part II contains summaries 
of export and import trade; monthly aver- 
age import and export prices; and sta- 
tistics of trade with Alaska, Hawaii, and 
Porto Rico. Single copies, Part I, 10 
cents; Part II, 5 cents. Annual sub- 
scription, $1.25. 


Statistical Abstract of United States. 
Annual. (Department of Commerce.) 
An 875-page volume containing statistics 
on the area and population of the United 
States, immigration and emigration, edu- 
cational facilities, public lands and na- 
tional parks, national, state, and munici- 
pal finance, currency and banking, labor 
and wages, communications _ services, 
power resources, roads and motor vehicles, 
waterways and shipping, foreign com- 
merce, irrigation, and drainage, agricul- 
ture, forest and mineral resources, fisher- 
ies, and manufactures. Price, $1. 





Guide for American Business in France. 
121 pages, illustrations, map. (Depart. 
ment of Commerce.) Study of the legal 
and financial aspects of French business 
procedure. Data are given on the min- 
eral resources, industrial activities, foreign 
trade, taxation, banking, transportation 
facilities, tariff policy, advertising medi- 
ums, and insurance operations of this 
country. Price, 20 cents. 


Standards Yearbook. Annual. (De- 
partment of Commerce.) Contains ac- 
count of the operations of national and 
international standardizing agencies, of 
municipal, county, and state agencies, 
and standardization activities of technical 
societies and trade organizations, with a 
survey of the accomplishments of the 
Bureau of Standards along this line. 


Price, $1. 
Commercial Standards Monthly: Re- 


view of Progress in Commercial Standardi- 
zation and Simplification. Monthly. 
(Department of Commerce.) Annual sub- 
scription, $1. 

United Kingdom: Industrial, Commer- 
cial, and Financial Handbook. 953 pages, 
illustrations, maps. (Department of 
Commerce.) Deals with general factors 
in British industry and trade, labor con- 
ditions, status of agriculture, transporta- 
tion and communications facilities, bank- 
ing, taxation of business, insurance, for- 
eign investments and public finance, and 
soon. Price, $1.75. 

Congressional Directory. Contains 
brief biographies of the members of the 
House and Senate; membership of the 
committees of the two houses; the differ- 
ent branches of the government service, 
with the chief officials of each; an outline 
of the official duties of executive depart- 
ments and of independent offices; lists of 
foreign diplomatic and consular officers in 
the United States, and of United States 
diplomatic and consular officers abroad. 
Price, 65 cents. 


Coat AND PETROLEUM 

Coal Industry of World, With Special 
Reference to International Trade. 328 
pages, illustrations. (Department of 
Commerce.) Gives the origin and con- 
stituents of coal, its uses, the estimated 
reserves and production of the world, 
with information regarding the coal re- 
sources, industry, and trade of the differ- 
ent countries. A glossary of terms used 
in the coal industry is included. Price, $1. 


Petroleum Industry of Gulf Southwest. 
249 pages, illustrations, maps. (Depart- 
ment of Commerce.) Deals with the 
methods of oil production in the South- 
west, refinery activities, marketing and 
transportation of petroleum products, and 
recent developments in the _ industry. 
Price, 65 cents. 


ComMERCE Reports, Etc. 


Commerce Reports, Weekly Survey of 
Foreign Trade. (Department of Com- 
merce.) Contains articles by representa- 
tives of the Departments of Commerce 
and State in foreign countries and by 
specialists in the Bureau of Foreign and 
Domestic Commerce on general trade 
and economic developments in foreign 
countries. Single copies, 10 cents; annual 
subscription, $4. 

(Continued on Page 8) 
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To an Executive who has 


earned *6,000 a year 


LONG the route of a business 
A career, nearly all men get stalled 
temporarily at some point. 

After going ahead nicely for a few 
years, passing milestone after mile- 
stone of salary increases, they sud- 
denly find themselves “brought up 
with a short turn.” 

For most men, this occurs at about 
the $100-a-week or the $6,000- 


a new export situation, new methods 
of determining security prices, a wave 
toward big consolidations—in short, 
a new era of business. 


How can you get this 
new equipment? 


Many men in precisely this situation 
are finding the answer to their prob- 


Department of Commerce; Davin SARNOFF, 
President, Radio Corporation of America. And 
many others. 


Can any ambitious man fail to get 
something of value fromcontact with 
minds like these? Here are a few ex- 
amples, selected from many hun- 
dreds, showing how this organized 
knowledge is translated into added 
earning power: 

CasE 1. Works Engineer, 





a-year mark. 


salary $6,000; now Vice- 





What is there about round 
figures like these that buf- 
faloes good men and stops 
them from going on and up? 

Two types of men can an- 
swer that question. 

One type might say: “Six 
thousand a year is my goal. 
It’s a good income—much 
better than average. I’m 
satisfied.” 

The second type will an- 
swer: ““T'wo years at the same 








WARNING 
The next 5 years offer 


more opportunity for 
profitt—and more dan- 
ger—than any similar 
period in a generation 


President and General 
Manager, salary $18,000. 

Case 2. Local Manager at 
$5,200; now Regional 
Manager, salary $15,000. 

Case 3. Production Manager, 
salary $6,000; now Presi- 
dent, salary $21,600. 


We invite you to send 
for the facts 


The facts are contained in a 
booklet entitled “What an 











salary! Me! That will never 


Executive Should Know.”’ 





do. I’ve run myself out of 

gas, and now I’m due to get the 
tank filled. It simply takes more 
power to go on from here.” 

If you are one of the latter type, 
this page is addressed to you. What 
will give you the added power to go 
forward? 

More knowledge? Yes—but not 
mere volume of knowledge. You might 
easily spend years increasing your 
store of knowledge, yet not affect 
your income in the slightest. 

What you need is a definite kind 
of knowledge that will help you to 
meet conditions as they are today. 
Business today is entirely different 
from business ten, or even five, years 
ago. The old rules no longer work. 

To progress beyond the $6,000 
mark you must know the new rules. 
No matter what your job, you must 
have an understanding of the new 
influences that are at work every- 
where. There is a new sales strategy, 
there are new production methods, 


lemsinthe Alexander Hamilton Insti- 
tute’s new Course and Service. This 
Course, new from start to finish—so 
new, in fact, that the latter part is 
barely off the press—is abreast of mod- 
ern business down to its final detail. 

In order to make the Course as 
sound as it is up-to-date, we have 
enlisted today’s foremost leaders in 
many fields of business as contrib- 
utors. Among them are: 


Autrrep P. S.Loan, Jr., President, General 
Motors Corp.;Freperick H. Ecker, President, 
Metropolitan Life Insurance Company; Hon. 
Wut H. Hays, President, Motion Picture 
Producers and Distributors of America; Dr. 
Jutius Kuen, The Assistant Secretary, U.S. 


It should be read by every 
man who is near that hazardous 
stage where men either stop or go on 
up, according to their own decisions. 

This booklet is well worth half an 
hour of your time. Many men have 
said that in 30 minutes it gave them 
a clearer picture of their business 
future than they ever had before. 
It discusses your next five years in 
business clearly and helpfully. It 
contains the condensed results of 20 
years’ experience in helping men to 
forge ahead financially. It is inter- 
esting from the first page to the last. 

This booklet costs nothing. Send 


for it. 


To the Alexander Hamilton Institute, 541 Astor Place, New York City. (In Canada, 
address Alexander Hamilton Institute, Ltd., C. P. R. Building, Toronto.) 


Send me “What an Executive Should Know,” which I may keep without charge. 


NaAME.... 





BusINEss 
ADDRESS........-.-- 





BusiNnEss 
PosiITION........ 
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Publishers 


Genie Pays 


This 
Author! 


James P. Olsen, well- 
known magazine writer, 
was skeptical when he 
saw our first advertise- 
ment of The Plot-Genie 

said if it was ‘“‘sucker 
bait” he wasn’t in- 
terested. He bought 
one, however—and now 
look what he says about 
it! 

Sold Over $1,000 Worth 
of Stories From It in 
Less Than 60 Days! 

Yes, siree—and scores of other successful writers 
are using it every day—say it plots the kind of 
stories that sell. Gets clear away from all the 
old hackneyed stuff! 


““Genie-Junior’’ 25 Cents! 

Just to get acquainted we have had the inventor 
of The Plot-Genie oduce “Genie-Junior,” 
which we offer you. Like its namesake, it con- 
tains The Perfect Story Plot Formula and a com- 
plete story synopsis developed from nine turns 
of the Genie Disc. This alone may show you 
what’s wrong with our — stories. Just 
enclose 25 cents an y, “Send me Genie-Jun- 
ior” and full felermation about The PLOT- 
GENIE. Or, we will send information free—if 
you want just that! 


THE GAGNON COMPANY 


735 Union Insurance Bldg. Los Angeles, Calif. 


HOROSCOPES wy sroiedl to business, 


Finance, Health, Events. Horoscopes written in detail. 
GEORGE W. SMALLWOOD, M. D. 


Pepperell Fy 2 : Massachusetts 











"I have sold one magazine 


short story, a novel, anda 
human interest article—all 
plotted by the Genie—and 
I've not had him 60 days 
yet!’ 
James P. 
Oregon, 


Olsen, Eugene, 














Scientific Astrology practi- 








Correspondence Schools 


SHORT STORY WRITING 


upli won a $2000 e. Another 
pupil en rned over $5000 in spare time. 
iu pts are Soene constantly to lead- 
ing publishers. 
Particulars of Dr. Esenwein’s famous forty. 
] lesson come in writing and marketing of 
the Short-Story and sample copy of 
WRITER'S MONTHLY free. Write ke ., 


} smal Home Correspondence School 
Springtield, Mass. 


SPEAK FRENCH, 


GERMAN, SPANISH OR ITALIAN 


in a Short Time 


pPTSAD of being 
totally ignorant of 
these four languages 
you already have an 
excellent start toward 
learning one or all of 
them! It is this remark- 
able fact that accounts 
for the wonderful suc- 
cess of the Pelman 
Method. 


A Striking New Idea—Learn as Children Do 


Here is the principle of the Pelman Method in a few 
words: You do not bother at first about grammar. _In- 
stead, you learn at once to use the language itself. When 
you can speak, read and understand others readily, then— 
and then only—you get the knowledge of grammar you 
need in a new simple way. Within eight to twelve weeks 
you will find yourself able to speak a foreign language. 
It shows why it is pos- 


Send for FREE BOOK 1}, shows why. tt ts pos: 


will learn either French, Spanish, German or Italian 
within a short time, to your satisfaction, or it will cost 
you nothing. Mail the coupon at once. It places you 
under no obligation. 


THE PELMAN LANGUAGE INSTITUTE 
Suite L-210, 71 West 45th Street, N. Y. C. 


Please send me full information about the Pelman Sys- 
tem of Language Instruction. 
1 am interested in (1) French (1) Spanish () German CL Italian. 


Name 








As 














(Continued from Page 6) 


Survey of Current Business. Monthly. 
(Department of Commerce.) Contains 
statistics showing the average and actual 
prices of different commodities; the trend 
in the principal branches of industry and 
commerce; a summary of income-tax col- 
lections; banking and financial opera- 
tions; and labor and wage conditions. 
Single copies, 10 cents; annual subscrip- 
tion, $1.50. 


CoMMERCIAL SURVEYS 


Commercial Survey of Pacific South- 
west. 647 pages, illustrations, maps. 
(Department of Commerce.) Study of 
the major factors affecting the distribu- 
tion of commodities in the Pacific South- 
west, showing the principal industries of 
this region and their output, the recrea- 
tional resources, growth in population, 
transportation facilities, and trade areas. 
Price, $1.85. 

Industrial Structure of New England. 
591 pages, illustrations, maps. (Depart- 
ment of Commerce.) Discusses the phy- 
sical and natural resources, the agricul- 
tural activities, forest and mineral re- 
sources, fisheries, transportation facili- 
ties, power resources, fuel supply, popula- 
tion, chief manufactures, operations of the 
printing and publishing industry, and 
building activities. Price, $1.30. 


Commercial Structure of New England. 
323 pages, illustrations. (Department of 
Commerce.) Discusses the distribution 
areas of New England, the methods of 
wholesale and retail distribution, the food 
market, buying habits of consumers, 
commercialization of recreational facili- 
ties, income and sources, banking opera- 
tions, and transportation facilities. Price, 
95 cents. 


Foreign Trade Survey of New England 
(Manufactured Products.) 65 pages, 
charts. (Department of Commerce.) 
This survey of New England trade shows 
the value and nature of exports, the ports 
and routes of shipment, trade practices of 
New England exporters, trend of principal 
exports, and the amount and character 
of imports. Price, 15 cents. 


Lasor, WAGES, PRICES 


Monthly Labor Review. (Department 
of Labor.) Contains timely articles on 
labor conditions in the various industries 
of the United States and abroad. Single 
copies, 15 cents; annual subscription, 


$1.50. 


Price, Wholesale and Retail. (Depart- 
ment of Labor.) This publication is 
issued monthly and contains tables show- 
ing the average retail prices of various 
commodities in different parts of the 
United States, and the changes in whole- 
sale prices during the month. 


MACHINERY 
Industrial Machinery in 1930. 62 
pages, charts. (Department of Com- 


merce.) Discusses the relation of machin- 
ery to living conditions, the increase in 
mechanization of all industry in recent 
years, the production and consumption 
of this equipment in different countries, 
the types produced in each, and the 
(Continued on Page 10) 





Correspondenee Schools 


Does Your 
| ENGLISH 
* Betray You? 


Bow often do you grope for words or fail 
> say the right thing in the right way? Un 
1e88 you aB. a as ren ng je. you may be iz mistakes in Eng- 
lish that cause your reatest opportunities for a better 
»sition with hi wher a and popu! 
Bp SECH RAFT, rfected by a SFOUD of nationally -known educators 
teaching, is your infallible guide. 








Eff ch iz. 

SPEEC GHGRAPT is NOT a mere set of books. 
It is fascinating, complete, quick and easy. 
tiresome, dull rules to learn. Just 15 minutes a 
day devoted to captivatin study, and you can 
have the triple-power o business and sucial 
advancement in your possession. 
FREE! Write for our new, big book, ‘The 
Way to Win With Words.’ * Tt will be sent with- 
out charge to serious-minded men and women 
who want to get ahead and earn more money. 
(State age in writing.) 

SPEECHCRAFT, Inc., Dept. C-19 
25 W. Elm Street Chicago, Ill. 


ACCOUNTANCY 


[ ** Taught By New 
‘ Method 2" 


ing 

and 
teachers have perfected a new teaching method. 
Educators and accounting authorities call it 
“*clearest and most thorough."’ Includes pro- 
fessional coaching for C. P. A. degree without 
extra charge. New book ‘‘The Modern Way 
to Learn Accounting’’ describes this new 
kind of training and service thorough- 
ly. Find out from it the 
opportunities and positions 
which can be yours in the 
Accountancy field, and 
the new Guided Experi- 
ence method to qualify 
you for rapid promotion. 


AMERICAN UNIVERSITY of 


COMMERCE, Dept. P-80 
17 W. Elm St., Chicago, tl. 


al Whe 
=| Wap 


oY 
a ; 1} ' 
Kp | Words 


















UNIVERSITY’ CHICAGO 





HOME-STUDY COURSES 


Continue your high-school, college or personal 
ram_ of education. Teachers, Religious 
Social Workers, Men and omen in 

ane vocations are using the 450 courses in 

45 Giterent subjects to obtain guidance by ex- 

Rares’ or cultural and for practical! purposes. 

he courses yield credit. Ask for free booklet. 
THE UNIVERSITY OF CHICAGO 
631 ELLIS HALL CHICAGO, ILL. 








Columbia University 
Home Study Courses 


A wide variety of practical as H Itural 
prepared for study Scouak coreeapondenee, Ae eotenetn, epertatiy 
For full information address 
Home Study Dept. W. Columbia University, New York City 





Greater opportunities now in advertis- 
ing. Learn ener. end ao qnicty in sp: in apa are 


tim 
Old éetablished school. Low cane 
Easy terms md for free booklet of 
me intoreoting mf. ion. 

Page-Davis School of Advertisi: 
Dept.2347 ,3601 Mich. Av.,chicago 









CHOOL INFORMATION 


FREE Catalogs and Advice all Accredited 

Schools in U. S. For Girls or Boys?—Details? 

AMERICAN SCHOOLS ASSW., 921 Field Annex .— Chicago, 
or 1210 Times Bidg., W. Y. 


Residential Schools 
VIRGINIA 
MILITARY 


STAUNTON “ussA? 


Superb disciplinary training equaled by academic excellence. Pre- 
pares thoroughly for all colleges and for citizenship. 286 graduates 
in 88 —s colleges. Catalo: COL. THOS. H. RUSSELL, 

B. S., LL. D., Pres., Box Ww Staunton, Va. 


PENNSYLVANIA 
SCHOOL 


enmtn Halli |: ciris 


ACCREDITED College Preparatory and Junier Cel- 
lege. Conservatory of music. Special courses. Part of 
May at Ocean City. Large campus. New buildings. 
Athletics. Golf. Riding. Catalog, Frank $. Magill, A.M., 
Headmaster, Box W. CHAMBERSBURG, PA. 

































MASSACHUSETTS 


Afoawanp-loouine Scuoo. A of Paoveo Excerience 


orcesfer, 


Saute Fe F. HOLMES, 
WORCESTER 





demiy’ 


GEORGE D. CHURCH; \ 
MASSACHUSETTS 


Wa. 
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GROWTH 


Circulation Growth alone is not the determining factor in selecting an 




















advertising medium that is to reach the Decision Market of Business 
America -although FORBES has had a steady circulation growth 
right along. 


The real growth of FORBES is a growth in stature. It is a growth in 


acceptance by executives in every field of Business and Industry. 


FORBES is growing issue by issue. Its editorial service—the variety 
of its contents—the confidence its readers place in it—that is the growth 


in which FORBES takes pride. 


It is that growth that makes advertisers stay in FORBES—that makes 
them select it as their preferred medium when they want to reach the 


key men of business. 


FORBES is not only read but used by the executive who wants 


accurate news and information on business, finance, and the business 


of life. 


FORBES circulation is distributed as fol- 
lows according to a recent check made 


FORBES CIRCULATION among renewal subscribers: 
SHOWS STEADY GROWTH 
































Manufacturing 41.21 
Factory & Sales Branches 3.37 
i. . epee Wholesaling 7.77 
76309 Retailing 7.08 
| Finance 11.93 
Insurance 4.05 
— Public Utilities 5.91 
% Contractors & Realtors 2.81 
63,621 Professional Men 4.89 
Schools, Clubs, etc. 3.52 
Miscellaneous 7.46 
54,310 


44,261 
BUSINESS — FINANCE — BUSINESS OF LIFE 


B. C. Forbes, Editor 
120 Fifth Avenue, New York 
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Some people can t help 
thinking 


It’s an incurable habit with them. Nor can they help 
being interesting. These are the people for whom 
HARPERS MAGAZINE is edited. And they have 
claimed it as their own. Knowing that the secret of a 
richer life is a happy adjustment to the present day, 
they depend on Harpers for the findings of the foremost 
contemporary minds on important phases of our be- 
wildering modern civilization. 


The magazine’s vigorous and fearless point of view, the 
authority of its contributors, and its spirited variety of 
material have made Harpers more widely discussed and 
quoted than any other periodical among educated 
people today. Six issues as rich as the following are 
yours for only one dollar. 


C—O O 


You will find in the October Issue 


HAPPY DAYS WILL COME AGAIN 
SHOULD PARENTS TELL ALL? 

WHAT ABOUT THE LAWYERS? 
DROWNING IN OIL 

THE LAND OF PROMISE 7 
WHISTLER, SARGENT, AND OTHERS . 
THE HANDOUT MAGNIFICENT 

POETS TALKING TO THEMSELVES 
THE GEOMETRY OF MIND 


STORIES: 
by Philip Curtiss, E. Clement Jones, and Virgilia Peterson Ross 


Harpers 


MAGAZINE 


by Elmer Davis 

by Alice Beal Parsons 
by Dr. Alice Hamilton 
by Avis D. Carlson 

by Louis Adamic 

by W. Graham Robertson 
by Ward Shepard 

by Max Eastman 

by Gardner Murphy 


SIX MONTHS 
for only 


ONE DOLLAR 


SPECIAL - INTRODUCTORY + OFFER 


HARPERS MAGAZINE, 49 East 33rd Street, New York, N. Y. 


I am enclosing one dollar for your six months’ offer to new subscribers. 


i 




















(Continued from Page 8) 
international trade in machinery. Price, 15 
cents. 


Exporting Machinery on Credit. Re- 
vised 1931. 16 pages. (Department of 
Commerce.) Discusses the credit policy 
advisable for American firms in selling 
machinery abroad. 


OrriciAL DeEcIsIons 


Treasury Decisions Under Customs, 
Internal Revenue, Prohibition, and Other 
Laws, Including Decisions of Customs 
Court and Court of Customs and Patent 
Appeals. Weekly. (Treasury Depart- 
ment.) Single copies, 5 cents; annual 
subscription, $1.50. 


Statutes and Decisions Pertaining to 
Federal Trade Commission, 1914-1929. 
1,241 pages. (Federal Trade Commis- 
sion.) Contains Federal Trade Commis- 
sion act, Clayton act, export trade act, 
and Sherman antitrust act, with court 
decisions thereunder, and opinions of the 
attorney general construing the provisions 
of these laws. Price, $2. 


PATENTS AND COMMERCIAL Laws 


Official Gazette of United States Pat- 
ent Office. Weekly. (Department of 
Commerce.) Contains, in addition to 
lists of patents, trade-marks, designs, and 
labels issued each week, the decisions of 
the commissioner of patents and of United 
States courts in patent cases. Single 
copies, 25 cents; annual subscription, $10. 


Legal Aspects in Collection of Accounts 
in Argentina. 19 pages. (Department 
of Commerce.) Discussion of procedure 
in the various Argentine courts in suits 
for the collection of accounts. Price, 10 
cents. 


Trarric, Motor VEHICLES 


Industrial Traffic Management. 172 
pages, illustrations. (Department of 
Commerce.) Study of the problems of 
traffic management, showing the kinds of 
traffic organizations maintained by busi- 
ness firms, trade associations, and muni- 
cipal authorities; the place of traffic ad- 
ministration in business, the reasons for 
and against having it, and its costs; and 
the results and value of interdepartmental 
codperation in attempts to solve the prob- 
lem. Price, 30 cents. 


Motor Vehicle Regulations and Taxa- 
tion in Foreign Countries. 93 pages. 
(Department of Commerce.) Discusses 
the regulations governing construction, 
capacity, overloading, use of brakes, and 
speed limits for motor vehicles, and tax 
assessments on such cars in different coun- 
tries of the world. Price, 15 cents. 


TARIFF 


Handbook of Foreign Tariffs and Im- 
port Regulations on Agricultural Prod- 
ucts: IV, Canned Foods in Asia, Africa, 
and Oceania. (Vols. I-III covered other 
foreign areas.) 485 pages, illustrations. 
(Department of Commerce.) Discusses 
the laws and regulations governing the 
marketing, packing, and customs docu- 
mentation of imported canned foods, the 
quarantine requirements, the duties im- 
posed, and taxes assessed on this class of 
foodstuffs in the countries of Africa and 
the Far East. Price, 80 cents. 
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“An Authoritative Discussion of a Vital Question” 


Some of This Book’s Valuable 
Chapters and the Subjects 
Handled by Dr. Stemmerman in 
His Personal Teachings 


More and Happier Years 

The Nature and Significance of Constipation 

Preventing Constipation 

Germ-Life in the Intestines 

Encouraging Good Germs to Supplant Bad Germs 

Flatulence . . . Acidosis . . . Heartburn 

Three Myths: Liver Disease, Stomach Trouble and 
Biliousness 

Bad Breath and Body Odors. Their Meaning and 
Correction 

Hemorrhoids or ‘‘Piles’’ 

The Treatment for Hemorrhoids 

Insomnia; Nervousness 

Constipation and Its Effects on the Sexual Functions 

Constipation and Skin Troubles 

Constipation and the Prostate 

Personal Beauty Depends on Correct Elimination 

Dangers of Fasting 

New Drugless Way to Cause Bowel Action 

Headache — Chronic and Occasional 

Rheumatism and Arthritis 

Colitis and Other Results of Constipation 

Is the Enema a Friend? 

Is Exercise Worth While? 

Exercises That Benefit, Especially in Constipation 

The Ideal Weight for Height 
he Technique of Defecation 

Internal Visceral Auto-Massage 

Relief by Lubrication 

The Cure by Relaxation and Milk Diet 

Why Are Drugs in Disfavor 

Reviewing Some Drugs Used in Constipation 

Yeast a Great Hoax 

Furnishing the Body With Heat, Energy and Repair 

When Do We Eat? 

Weakening the Staff of Life 

st Powder, the Sinner 

Food Idiosyncrasies 

What Will You Have to Drink? 

Shall We Eat Fruits and Vegetables? 

Husband in the Kitchen 

We Survey Certain Foods 

The Beneficial Necessary Soup 

Spinach, Lettuce, Liver and other Pleasantries 

Too Much Sugar Will Shorten Your Life 

Food for the Aged 

The Management of Constipation 


Tine is an easy, rational and helpful way of directing the 
behavior of your intestinal system, and thus becoming the master 
of your health. Put your intestines under control, and gain a life of 
longer years and happy well-being. Relieve the strain upon all your 
vital organs—heart, liver, kidneys, lungs and brain—by making 
your intestines do their daily duty of assimilation and elimination. 


A large percentage of the American people, young, middle-aged 
and elderly, suffer from constipation, occasional or chronic, and very 
frequently in entire ignorance of this cause of their troubles. From 
this almost universal disease many other diseases result. Constipation 
is in fact a great destroyer, whose toll of breakdowns and suffering, 
inefficiency and tragedy no man can measure. 


Dr. Stemmerman’s new book is the result of thirty years of inten- 
sive study and practical experience. It is scientifically correct, by the 
best modern medical precepts and authorities. It is comprehensive, 
easily understood and downright interesting. You need this book, if 
you choose to win more abundant virility and long life. 


You owe yourself a knowledge of the latest accomplishments of 
modern science in the treatment of that most prevalent disease, 
constipation. Therefore WE HAVE PREPARED POR FREE DIS- 
TRIBUTION AN ENTERTAININGLY WRITTEN AND EASILY 
UNDERSTANDABLE BROCHURE, which contains, for young or 
old, man or woman, valuable information regarding constipation. 
This information is ordinarily not readily available to the average 





Wm. H. Stemmerman, M. D. 


— New York University and 
Bellevue Hospital Medical College 


Dr. Stemmerman’s Great New Book 


INTESTINAL 
MANAGEMENT 


Will Bring You Longer and Happier Life 


person nor is it to be found in such clear, every-day language as we 
present it in this brochure. For example, it contains THREE COM- 
PLETE CHAPTERS, namely, ‘‘Insomnia,” “Is Exercise Worth 
While?”’ and ‘‘Shall We Eat Fruits and Vegetables?” from “‘Intes- 
tinal Management.’’ All this is in addition to a full review of Dr. 
Stemmerman’s great new book which is now being used by hundreds 
of people throughout this country as a complete guide to health. 

_ It is vitally interesting and extremely important, to you, to read 
in this tense Ges the facts regarding the ultimate evil effects of 
neglected or improperly treated constipation. 


On the other hand, it is comforting to know that Dr. Stemmerman 
has perfected easy, harmless, but positively effective methods for 
quickly relieving the disagreeable symptoms of constipation and for 
permanently causing this real disease to disappear. 


“INTESTINAL MANAGEMENT,” so fully described in_ this 
brochure, actually shows the means of acquiring real happiness, 
incréased business efficiency and all the practical, material advan- 
tages, as well as spiritual uplift, which naturally follow the acquisi- 
tion of good health. Dr. Stemmerman’s book shows how good health 
and clear brain come promptly to a toxin-free and normally acting 
bodily mechanism. 


If you are truly interested in gaining and retaining health, send 
the attached coupon without delay; clip it NOW before you mislay 
or forget it. 





A Simple Test of the Intestinal Functions 


After luncheon chew and swallow about six ordinary char- 
coal tablets, obtainable at any drug store. Next morning note 
the color of the evacuation. If the color inclines toward 
black, AND IF THE BLACKNESS HAS DISAPPEARED 
BY FOLLOWING DAY, elimination is good. If blackness 
still shows, then your elimination is delayed and faulty. Tr 
this easy test and it may point out the cause of your head- 
aches, dizziness and those dull and dreary days that lower 
your resistance and efficiency (from ‘‘Intestinal Manage- 
ment,”’ page 26). 











ARDEN PUBLISHERS, Dept. A-50 
Redondo Beach, 
California. 


Send me your brochure at once, without cost to me. 
It is understood that this does not involve me in any 
obligation whatsoever. 


PURINE: bes ian dinea da@sataalese ne sone nae caine aed 


PRMNB. ok 0:0/.0:4:0.b 6 ob 40a 6 Hees Spates se 
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Will QAM at last capture 


No discovery of modern science 
is more amazing than this — that 
the restoration of life has actually 
taken place! This miracle is as 
yet confined to the world of the 
microscope — but who can tell 
whether the omniscient eyes of 
Science already discern the possi- 
bility of human immortality? 


HIS astonishing discovery 

was made through a simple 

experiment: A little water- 
animal called a polyp was cut into 
“‘mincemeat’”’ — forced through a 
silk sieve. This should have killed 
the polyp completely, forever! 


On the second day the cell-sediment 
began to draw together. On the third day 
the rough outlines of the original polyp 
mass showed themselves. By the sixth day 
the complete animal was reconstructed 
and restored to healthy activity! 


It is inconceivable at present to think 
of the tissues of man being restored like 
this. But it is scarcely less remarkable 
than some of the amazing transformations 
that have actually occurred during man’s 
age-long rise from the first single-celled 
amoeba! 


From the SPIRAL FIRE MIST 
to the BABY BORN TODAY 












this 


oreat secret of 
RESTORING LIFE 


--and become Deathless? 


1 1. This little polyp... 


would be utterly exploded if a single human 
tooth, were to be found in the strata of the 
coal in a mine! 


You perceive why the ability of a lobster, 
newt or flatworm to replace lost claws and 
legs is a power which human beings have lost, 
not one which these lower creatures have 
gained. 

In a word, you absorb, 
through an easy-reading 
narrative with all the con- 
tinuing interest of a novel, 
a comprehensive idea of 
all that life has been, is, 


2.... can be ut- 
terly killed and 
destroyed by fore- 
ing through a fine 
sieve... 

















and is likely to be on this 
earth. 


Your Complete Cul- 
tural Background 
in Four Volumes 


SPEAKING of The 
Science of Life, PROF ES- 
SOR HARRY ELMER 
BARNES of Smith Col- 
lege writes: ‘“‘Among all 
who qualify for this func- 
tion of humanizing knowl- 
edge . . . Wells stands 











“Man,” writes H. G. Wells, in his great 
new work, The Science of Life,” is part of 
an unbroken stream of life. That same 
stream, in the dawn of life on earth, mani- 
fested itself in the form of single micro- 
scopic cells. Hundreds of millions of years 
later, after transformation through forms 
we dimly guess at — forms of polyps, of 
worm-like creatures, of headless things 
like lancelets — it flowed through thou- 
sands of generations in the form of fish. 








3.... and in 3 days it 
will be partly resur- 
rected... 





It emerged on land. It learnt to be a 
reptile. It covered itself with hair and warmed 
its blood and fed its young with milk. Still 
without break of continuity, it transformed 
itself to become fully mammalian, its young 
to grow as parasites upon its life. Four-footed, 
tailed and hairy, it took to the Eocene forests. 
It grew into lemur, into monkey, into ape. 
And finally ape turned man-ape, and man-ape 
grew to man.” 


In unfolding this fascinating story of life 
on earth, Mr. Wells has had the aid of 


THE SCIENCE OF LIFE 
The Story of All Living Things 


By H. G. WELLS eg 


In Collaboration with 
JULIAN HUXLEY ano G. P. WELLS 


4-...and in a week it 
will be whole and 
healthy again. 


Professor Julian Huxley, one of the most 
prominent scientists of today, and of Mr. 
G. P. Wells, the writer’s son, a well-known 
research worker in biology. 


ALL THAT MODERN MAN SHOULD 
KNOW ABOUT LIFE ON EARTH 


You learn why the theory of Evolution, 
even though it is now proven “to the hilt,” 


easily at the top. And in 
this supreme efor: of his 
life in this direction he has 
not muffed his chance. . . . It does not seem 
to me that any terms of praise could be too 
extravagant.” 


A knowledge of what modern science can 
teach us about ourselves has become an impor- 
tant part of one’s “personal background.” 
Everyday life, to such a person takes on a 
keener zest, a deeper meaning. His conversation 
is enriched. His interest in everything around 
him is stimulated — and he in turn becomes 
interesting and stimulating to others. 


The reading of these four volumes is like putting a 
liberal and popular scientific education into your life. 
And—for your own. self-improvement — to whose 
words would you rather listen than to Wells? 


Mr. Wells has given these years to this project 
because he believes that a really liberal knowledge of 
why we are what we are, is the greatest force for self- 
improvement and personal happiness. He gives you the 
background of all life in order to help you make more 
of your own! 


Sent for 
5 DAYS’ FREE EXAMINATION 


Merely mailing the coupon below will bring you, for 
FREE EXAMINATION, this amazing new Story of 
All Things Living. Read The Science of Life for five 
days free. You risk nothing, you pay nothing. You are 
not obligated at all unless you are delighted with these 
four handsomely bound books. Send coupon — without 
money — at once. Doubleday, Doran & Co., Dept. 

110, Garden City, N. Y. 


Doubleday, Doran & Co., Dept. 110 
Garden City, N. Y. 


Please send me for five days’ free examination H. G. Wells’ 






The Science of Life in four volumes. I will either return it at 
your expense, or I will send you $2.00 and $2.00 each month 
for five months, total of $12.00. 
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World’s Work Scrapbook 


(Continued from Page 48) 


HEN an office worker goes on a 

vacation he usually overdoes things 
and gets blisters, sore muscles, sunburn, 
and maybe mild chills and fevers. He 
may not know it, but this is “stimula- 
tion therapy”’ and not a bad thing for 
the human machine. Dr. Lloyd Arnold 
of the Illinois Department of Health 
says in the United States Daily that this 
stimulation may be just what a seden- 
tary worker needs, provided the body 
can stand the shock. There is a general 
reorganization of the system, cells long 
unemployed are put to work. These 
fevers and blisters have some of the 
counterirritating value of grandmoth- 
er’s mustard plaster. 


One place which ts not complaining 
about bad business is the Patent Office. 
Inventing, tt seems, ts going on as usual. 
Last year was the biggest on record, with 
117,789 applications and 49,599 patents 
issued. In the past ten years more pa- 
tents have been granted than in the first 
century of our history. 


NTOMOLOGISTS have long wished 

for a fruit spray which would 
be fatal to pests but harmless to 
animal life. The experts uf the De- 
partment of Agriculture think that 
“rotonone” may be the answer. This 
is a vegetable poison occurring in the 
roots of several tropical plants, notably 
the cube of South America. It is deadly 
to insects but harmless to human beings. 


What might be called a mechanicai 
eavesdropper ts being installed in ex- 
changes by the International Telephone & 
Telegraph Company for the long-distance 
service. The instrument has a magnetic 
steel wire upon which the remarks of both 
parties are recorded so that they may be 
reproduced later if required. Such a 
record would often be quite valuable—or 
perhaps embarrassing. 


UTTING workers on part time Sh 


prevent layoffs and to spread work 
among more people has proved to be the 
most widespread and effective practice 
in the battle against unemployment. 
The President’s Emergency Committee 
reports that this policy has saved hun- 
dreds of thousands of workers from being 
jobless, and that the number thus work- 
ing on part time now exceeds those 
entirely unemployed. Figures from 
fifty-five large firms show that by a 
policy of increasing part-time work the 
number of unemployed was held down 
to a one per cent increase despite a 
seasonal decline in business. The prac- 
tice, while not an ideal solution, helps to 
prevent suffering and at the same time 
tends to keep up the workers’ buying 
power, the most important factor in 
business recovery. 
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WERE 
LAVISH HOUSEKEEPERS 
and proud of it 


2 SS 


we 


OW irritating are the economies of too frugal house- 
keeping! You rush into your hotel room late in the 
afternoon, hop under the shower, reach for a fresh towel — 
and there isn’t one. The day’s skimpy supply completely 
exhausted! You can either use a rumpled towel or phone — 
and wait — for an extra one to be sent up. 

Or you sit down to your desk to dash off a few letters... 
find rusty pens, a caked ink well, only a few sheets of 
stationery. More inconvenience of sending — and waiting 
— for additional supplies to be brought! 

Economies like these are not practiced in the Statlers. 
In our houses we provide such an abundance of supplies 
that you don’t need to phone — or wait — for anything. 
Your bathroom boasts a liberal stack of bath towels and 
linen face towels — pure white, extra size, of the finest 
quality. Even the shower curtains are kept fresh and clean. 

Moreover, your writing desk is amply stocked with 
stationery—letterheads, note paper, correspondence cards, 
postals, blotters, telegram blanks, new pens of different 
types, fresh ink in a clean, non-caking well— even the 
year’s calendar. A quantity generous enough to satisfy the 
most industrious correspondent! 

And we’re not only lavish housekeepers, but good house- 
keepers — proud of the extreme cleanliness of our rooms, 
our beds, draperies, walls and carpets. 

During our years of hotel-keeping many have told us 
we're too lavish. Some even called it lavish when we were 
the first hotels to provide every room with its own private 
bath, circulating ice water, free radio reception — a news- 
paper under the door every morning. But we shall continue 
to provide unstintingly all the conveniences — and supplies 
— which mean so much to the comfort and satisfaction of 
our guests. 





HOTELS STATLER 


BOSTON BUFFALO 


DETROIT $T. LOUIS 


in NEW YORK, Aofe/l Pennsylvania 
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To WOMEN 
who travel 
ALONE 





get this free 
PROTECTION 


Now you can establish your iden- 
tity immediately, in 24 United Hotel 
cities listed below. With a United 
Hotel Credit Coin your checks are 
cashed at once. You can meet un- 
expected demands for money. 


No one else can use your coin. 
The attractive silver coin fits any 
change purse or key ring. Send for 
this free convenience at once— 
using the coupon below. 


One of the extra services at all 


UNITED HOTELS 


NEW YORK CITY'S only United ....The Roosevelt 


PHILADELPHIA, PA....--- The Benjamin Franklin 
CEE TINE, occ. ccccocccesees The Olympic 
WERGIOTER, MAGE. . 6s 0c ccccccsces The Bancroft 
EMIT veceevetesnares The Robert Treat 
PATERSON, N. J...-...- The Alexander Hamilton 
eS rere The Stacy-Trent 
IG Dia vc vocccccceoe The Penn-Harris 
Tis oe reiesenensenas The Ten Eyck 
OE EE er The Onondaga 
CS RE The Seneca 
SRO GAELS, He. Ve. 6. cccccccccce The Niagara 
Ci ndtcApnirnKscoceuwevewes The Lawrence 
PER 6.6 6ecdtaeceveeewecs The Portage 
IS deignuaseasodecous san The Durant 
TADUEAS CITY, MO. «cc ccccccscoss The President 
| re El Conquistador 
SAN FRANCISCO, CAL. .......... The St. Francis 
SHREVEPORT, LA. ....- The Washington-Youree 
SUF GHEGAE, EA. cc cc cccvccce The Roosevelt 
NEW ORLEANS, LA. .....--2e0+0-5 The Bienville 
TORONTO, ONT. .....-00000 The King Edward 
NIAGARA PALLS, ONT. ....ccccccece The Clifton 
WINDSOR, ONT. ..........- The Prince Edward 


KINGSTON, JAMAICA, B.W.1..The Constant Spring 


WORTH CLIPPING TODAY 


POSSESSES SESE SEES SEOEESEEEEEEEEEEEETEEEEHEEED 





UNITED HOTELS COMPANY 
1418 United Building, Niagara Falls, N.Y. 


Kindly send me complete details 
and a blank for your Credit Coin. 


Name 
Address 














Olff-Season Travel 


By FRANK SCHOONMAKER 


ten Baedeker of the traveler-who- 
knows: 

Go abroad, tf possible, out of season. 
A little early? Good! A little late? 
Equally good! But miss the crowd. 
You'll find in the long run that the wrong 
time for travel ts pretty likely to be the 
right time. 

To set out for Europe in the early 
autumn is, obviously, to run counter to 
the established tide. On the other hand 
(and this is considerably less obvious) it 
is to start with the cards pretty well 
stacked in one’s favor. In the first 
place, for the September traveler, there 
is no question of steamship accommoda- 
tions on the North Atlantic, no necessity 
for reservations made far in advance, no 
need for worry about inside staterooms 
or uncongenial roommates. The prices 
are lower—and the boat is yours. 

Once abroad it is the same story. The 
hotels in Rome, crowded a month be- 
fore, have empty rooms. The good 
people of Carcassonne have stopped 
thinking in dollars and begun, once 
more, to think in francs. The dust of 
innumerable motor buses no longer rises 
from the roads of Devonshire. Europe 
heaves a sigh, settles back, and becomes 
again the real Europe. 

So, from a purely economic stand- 
point, off-season travel pays. And yet 
a trip to Europe, to any intelligent 
human being, is assuredly not merely a 
question of getting the most (in the way 
of rooms, meals, and railway accommo- 
dations) for the least money. Off- 
season travel must pay as well, if we 
are to consider it seriously, an additional 
dividend in something a good deal more 
precious and more enduring than the 
coin of the realm. That it does pay 
such a dividend, and generously, no one 
who has gone through France, Italy, 
Germany, or England in the late spring 
or early autumn can ever doubt again. 

The off-season traveler finds hiniself 
m presence of something which the aver- 
age summer tourist rarely sees—the Eu- 
ropean’s Europe. London, for example, 
after the hurly-burly of July and August 
changes in the course of a few September 
days into a very quiet, very different 
city—the London that the Englishman 
knows and loves. The Paris of spring 
and autumn is the real Paris, infinitely 
gayer, infinitely more brilliant, a thou- 
sand times more French than the 
crowded Paris of summer time. 

If there were any rhyme or reason, 
any real basis, climatic or otherwise, for 
the existence of these various “seasons,” 
one could afford to be a little more 
doubtful about the advisability of off- 


season travel as a whole. But there is 


A PARAGRAPH from the unwrit- 


none. Experienced travelers (to cite an 
obvious case) have known for a long 
time that the French Riviera is far more 
charming in July and August than dur- 
ing the hectic weeks of February and 
March. In the course of the last few 
years this information somehow leaked 
out and became common _ property— 
since when the Riviera has been the 
proud possessor of two seasons, of which 
the new, the summer season, is decidedly 
the more chic. 

Similarly, for some reason or for none, 
people go to Italy either in midsummer 
or midwinter: in the one case they are 
likely to scorch and in the other case to 
freeze. Why, considering the mellow 
beauty of the Italian autumn and the 
fragrant loveliness of the Italian spring, 
they should continue to do so is one of 
the unsolved travel mysteries of the 
world. Northern Italy, Milan, Venice, 
and the whole great plain of Lombardy, 
is easily at its best in the fall; all of Italy 
that lies south of the Apennines, from 
Pisa to Naples, enjoys one of the longest, 
sunniest, most enchanting of springs. 
The person, therefore, who goes to Italy 
out of season kills two birds with one 
stone—he avoids the crowds and avoids, 
as well, the eight or ten really less pleas- 
ant weeks of the Italian year. 

Not only in the South, but in the 
North of Europe, where the winters are 
earlier and more severe, September, Oc- 
tober, and November are ideal months 
for travel. Belgium, from Bruges to the 
Ardennes, is never so beautiful as in the 
autumn; Brussels, under the pale fall 
sunlight of Flanders, has a sort of wistful 
enchantment which it possesses at no 
other period of the year. 

Even more is this true of western 
Germany; above all of the Rhineland. 
The terraced, vineyard-covered banks 
of the Rhine and its charming little 
tributaries, the Ahr, the Lahn, and the 
Moselle, reach the brief zenith of their 
loveliness at the time of the grape har- 
vest. In every picturesque white valley 
town between Cologne and Mainz a sort 
of carnival spirit reigns; the whole 
Rhineland, always hospitable, seems 
even friendlier than ever. 

Briefly, one can catalogue as follows 
the advantages of off-season travel: 

First, it offers one an opportunity to 
come in contact—easily, pleasantly, 
without being forced to wander far from 
the beaten track—with the real Europe. 

Second, it offers one weather which, 
for travel, is as often as not decidedly 
superior to that of the season. 

Third, in addition to being cheap, it 
offers one a type of travel comfort, a 
feeling of space, of leisure, which one can 
experience in no possible other way. 
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AND TRAVEL 


DEPARTMENT 


Established 1906 


FEATURED EVERY MONTH IN SEVEN PUBLICATIONS 


OUR.GROUP OF QUALITY MAGAZINES 


ATLANTIC MONTHLY, COUNTRY LIFE, HARPER’S, REVIEW OF 
REVIEWS, SCRIBNER’S MAGAZINE, THE’ GOLDEN BOOK, 


PINEHURST N. C. 


and WORLD'S WORK 
For space and rates in our departments write to 
Rarernves. 








OUTDOOR. SPORTS 
FRAGRANT PINES 


Enjoy good times on 
5 famous D. J. Ross 
courses(with new grass 
tees). Riding, tennis, 
archery, aviation, etc. 
Reasonable rates, lux- 
urious accommoda- 
tions. Carolina Hotel 
opens October 26. 


inehurst 


NORTH CAROLINA 
America’s Premier Winter Resort 
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____CRUISES-TOURS 


To EUROPE in Summer 


Take “ The Grand Tour’ from Scotland, 
England, Belgium, Holland, Germany, 
Switzerland, Italy, France, ending with 
Paris. Moderate prices. Best service. 


For complete information write 
TEMPLE TOURS, Inc. 
443 PARK SQUARE BLDG., BOSTON, MASS. 


°B73 RoundthWorld 


104 days, $7 day. Send for Literature 


ROBERTSON TRAVEL BUREAU 
408 So. Spring ‘Street, Los Angeles, Calif. 


Round the World $690 











22 Cities. All Expenses. Shore Excursions 
Included. Orient 57 Days, 16 Cities, ®427. 
iE e 38 raat 7 Countries, 278. 

LEN TOURS, I nc., 154 akon St., Boston 


JAMAICA B. W. 1. 











Tropical, Modern, Comfort and Luxury. Excellent 
food—all year—for our Northern Travelling visitors. 
Come SEE and ENJOY Jamaica. Manager, REKA 
DOM, Half Way Tree, St. Andrew, Jamaica, B.W.1. 








OF LUXURY |; 





$500 


e Personal servant, 
sight-seeing trips, best 
hotels, bazaar pur- 
chases and first-class 
rail travel for you, serv- 
ant’s fare included. 
© 98% on-time express- 
es, English spoken 
everywhere, guides 
unnecessary. 

e Agra’s luminous Taj 
Mahal, Delhi polo, 
camel-trod Khyber 
Pass, Punjabi nautch 
dancers, holy Benares, 
Bengal tiger hunts, 
Lalla Rookh’s garden 
in Kashmir. 

e Information and 
booklet ‘‘Ten India 
All-Range Tours,” 
from India State Rail- 
ways, Delhi House, 
38 East 57th Street, 
New York. 

@ Or, consult the bet- 
ter travel agents. 
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turbo-electric Hnere, sister shi 
of 33,000 tons displacement, built 
specially for the New York-Cali- 
fornia service. 


S.S.CALIFORNIA S.S. VIRGINIA 
S. S. PENNSYLVANIA 
13 Days—That’s All 
Fastest intercoastal service by sea. Calling 


at Havana and Panama Canal, with ample 
time for sightseeing. 





fonama facific ine 
~ ALL NEW STEAMERS 


NTERNATIONAL MERCANTILE MARINE M PAN 


No. 1 Broadway, N. Y.; 180 No. Michigan 
Ave., Chicago; 687 Market St., San Fran- 
cisco, or any authorized S.S. or R.R. agents. 


Ask Where-to-go Bureau, 8 Beacon Street, 
Boston, for space & rates in our department. 


To Europe in Springtime 


Sail on luxurious express steamer to the 
Mediterranean. Land at Naples. Travel 
through Italy at the loveliest season — then 
Switzerland, France, England, Paris and 
London at their gayest. 


For complete information write 
TEMPLE TOURS, Inc. 
443 PARK SQUARE BLDG., BOSTON, MASS. 
Early receipt of copy is urgently asked 

















Where-To-Go for Nov. closes Sept. 25 
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SOUTH AFRICA 












Aerial 
Railway, 
Capetown 


N alluring country, 

firing the imagina- 
tion with novel thrills, 
South Africa offers an 
amazing combination 
of wonderful _ sights, 
romance, mystery, mod- 
ern travel comfort, and 
a glorious climate. 
Historic Cape Peninsula, 
Kimberley’s Valley of 
Diamonds, the gold 
mines of Johannesburg, 


colorful Durban, the 
Cango Caves, Zim- 
babwe’s mysterious 


ruins, Kruger National 











Park (the world’s great- 
est natural ‘“Zoo”), a 
profusion of gorgeous 
flowers—are but a few - 
of South Africa’s fas- 
cinating marvels. 


Charming seaside resorts 
and country clubs con- 

trast vividly with the “ical Tower, 
picturesque Bantu life Hains 
and its quaint kraals, A Theatre in 
weird tribal ceremonies, vec 
witch doctors, and wild 
war dances. 

South Africa is easily 
reached by a delightful, 
healthgiving sea voyage. 


For full information, 
ess: 


THOS. COOK & SON 
587 Fifth Avenue New York, N. Y. 


or 83-1937 


AMERICAN EXPRESS COMPANY 
65 Broadway New York, N. Y. 


pay office of Thos. Cook & Son or the Ameri- 
can Ex 


press Company. 















Wall Street at Close Range 


X—Che Malislicion, 


T IS unfortunate, but nevertheless 
true, that in most instances the 
statistician in the investment busi- 

ness is without honor both in his own 
country and elsewhere. Those indivi- 
duals with whom he agrees are prompted 
thereby to hold their own conclusions in 
higher regard; and those with whom he 
disagrees are prompted thereby to hold 
his conclusions in some disrepute. 

The net result is that the statistician is 
more interested in upholding the credo of 
his craft than in eliciting favorable com- 
ment, which he knows will not be forth- 
coming except from brother craftsmen. 
As a consequence, the public opinion of 
the statistician is likely to be that he is 
a skeptical, cynical, and slightly embit- 
tered individual, with no illusions, no en- 
thusiasms, and no very warm human 
characteristics. 

The very nature of the statistician’s 
function compels him to take nothing 
whatsoever for granted, and to accept 
no statements as facts (and particularly 
no conclusions based on such facts), 
until after his own investigation has 
convinced him of their accuracy. To 
this extent, of course, he is a skeptic, 
but there are so many instances on rec- 
ord of situations in which the analysis 
of the statistician has prompted him to 
draw conclusions more favorable than 
those drawn by others that he hardly 
deserves the title of cynic. 

If his analysis and investigation of 
other people’s activities and representa- 
tions with respect to those activities 
have taught him anything, it is the utter 
futility of cleverness, and while he is not 
at all embittered in his attitude toward 
business men generally, he is quite likely 
to be somewhat contemptuous of in- 
dividuals who try to be smart. 

In respect to his possession or his lack 
of warm human characteristics, it will 
astonish many people to know that he is 
one of the most imaginative and roman- 
tic individuals on earth. As a matter of 
fact, if this were not the case it would 
be literally impossible for him to ex- 
perience the fascination for figures which 
constitutes the chief joy of his job. To 
most of us, statistics are as dry as dust 
and figures, of themselves, as dull and 
as uninteresting as anything could well 
be. To him they tell a story of absorb- 
ing interest and never-ending variety, 
and if it were not for his ability to read 
between the facts and the figures both 
the history and the present status of 
the businesses which they delineate, it 
would be impossible for him to sustain 
his liking, much less his enthusiasm, for 
the work in which he is engaged. 

This fact he manages to keep quite 
well concealed. He has to do so. It 


skeptic and enthusiast 


would utterly destroy his effectiveness 
as a dispassionate analyst of facts if he 
were to display his passion for the proc- 
ess of analysis; no small part of his gruff 
exterior, his apparently coldblooded and 
ruthless pronouncements, and his aloof 
mannerisms are protective coloration. 

This generalization applies only to 
those who have mastered the technique 
of their craft. There are those, and the 
percentage is much greater than should 
be the case, who have no more business 
to be called statisticians than has the 
man who understands the use of the ham- 
mer and saw to be called a carpenter. 

Many start out bravely enough to be- 
come statisticians. They have neither 
instinct nor ability for the work. They 
drift on and out, or a litile way up in the 
business where they become engulfed in 
the whirlpool of detailed drudgery and 
never get beyond this point. Very early 
in their experience, however, they ac- 
quire and proudly wear the title of 
“ statistician.” 

These are the gentry to whom the un- 
favorable impression of the statistician 
may be traced, and to whatever extent 
their inadequate and completely inef- 
fectual product is utilized by their em- 
ployers and labeled as the product of 
their statistical department, to that 
extent the reputation of both the em- 
ployers and the profession suffers in the 
minds of the public. 

It has been said very frequently that 
theaverage statistical analysis is no more 
and no less than a page torn from some 
one of the current manuals of statistical 
information and conveys no informa- 
tion that is either new or valuable to 
any individual who is reasonably abreast 
of current affairs. It neither draws a 
conclusion nor does it provide a means 
whereby the recipient may draw his own 
conclusion; or, if a conclusion is drawn, 
it is quite as likely to be the result of 
guesswork and snap judgment as to 
bear any definite relation to the facts 
adduced, and it usually carries its own 
obvious evidence of inaccuracy and in- 
eptness. This is the reason why so 
many people are completely out of 
patience with statisticians. 

Obviously this is unfair but until the 
really competent statistician, who is 
equipped to appraise the significance of 
facts as well as the facts themselves, 
can achieve some distinguishing hall- 
mark of his seniority or superiority, he 
will be subjected to the characterization 
which is, in truth, applicable only to his 
juniors, his inferiors, or his imitators. 

The statistician’s function in any 
investment organization includes three 
distinct phases: the promotional, the 

(Continued on Page 75) 
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Healthful tropic 
sunshine — Ha- 
wallan cane sugar 








A real world trav- 
eler— Hawaii's 
golden Pineapple 





Coast down the white crest 


of Waikiki’s surf-th 


Waikiki! A soft breeze sways the coco palms 
above you, and shakes a crimson carpet from 
the royal flame tree. Idly you watch a slim 
outrigger speed in on a foaming roller. The 
native beach boys clowning in the water. 
Those nice looking girls that were on the 
boat coming over. They’re five shades darker 
now. A great ship noses out to sea. . . to the 
South Seas? What does it matter? A don’t 
care laziness steals over you. 

Hawaii's lure. It haunts 
you. First on board ship, as 
you neared the magic isles 

. then, when you lived 
its beauty and its song. Too 
soon it must go home with 
you. But that’s the finest 





thing of all —it will go with you. . . yours to 
live with and smile with, always. Of Hawaii, 
Mark Twain said, ‘‘Other things leave me, 
but it abides; other things change but it re- 
mains the same. For me its balmy airs are 
always blowing . . . in my nostrils still lives 
the breath of flowers that perished twenty 
years ago.” 

Come this winter! There are no seasons in 
Hawaii. Winter rages... 
somewhere else. There’s so 
little variation throughout 
the year that the native 

\ language has never found 
need for a word similar to 
‘‘weather.’’ Come and en- 


joy the sports you like best, 


HAWAII 





oa Ww eS 


227 BUSH STREET, SAN FRANCISCO or 
MATSON Line from SAN FRANCISCO 


814Second Avenue, Seattle 
140 So. Dearborn Street, Chicago 
271 Pine Street, Portland, Ore. 


215 Market Street, San Francisco 
730 So. Broadway, Los Angeles 
535 Fifth Avenue, New York 


a 
Pid 
Pa 
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T 


1153 $0, BROADWAY, LOS ANGELES 
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(oF HONOLULU, HAWATII, U.S& 
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LASSCO Line 
730 So. Broadway, Los Angeles 140 
685 Market Street, San Francisco 535 Fifth Avenue, New York 
213 East Broadway, San Diego 412 


is winter! 


in strange settings. You'll find a new 

relaxation and you'll find a new self. 
Luxurious hotels edge coral sand. Modest 

cottages and inns hide beneath shady palms. 


An Inexpensive Trip 


A trip to Hawaii need not be expensive. 
A roundtrip from the Pacific Coast, includ- 
ing all expense afloat and ashore can be made 
for less than $350, some lower than $300. 

The Hawaii Tourist Bureau will, upon request, 
mail you FREE, authoritative information about 
the islands—costs, what to see and do, ete. 

For a special book on Hawaii, profusely illus- 
trated in full color, with picture maps, enclose 
10¢ in coin or stamps to defray handling charges. 





5 U 8s ane 


from LOS ANGELES 


So. Dearborn Street, Chicago 


Thomas Building, Dallas 


ANY TRAVEL AGENT WILL GIVE YOU FULL PARTICULARS 
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One reason why 
this father wont 
lapse his life insurance 


aT 

PRUDENTIAI 
STRENC m™mO 
GIBRA 








FOUNDED BY 
JOHN F. DRYDEN 
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THE MARCH OF EVENTS 


RCTIC nights are short compared to 

our two years of business darkness. 

When the blackness 

down we tossed restlessly and sought to con- 
vince ourselves that the room wasn’t as inky 


as we knew it to be. We 
listened to the cheery voices 
of others speaking in the 
void and let ourselves be- 
lieve. Finally we learned to 
stare bravely into the night. 
This began when last spring 
failed to mark a definite 
turn. Since then we've 
looked a lot of cold facts 
squarely in the face. 

A fact may be terrifying 
or beautiful, but to the hon- 
est man there’s nothing quite 
so satisfying. Uncertainty 
ceases when facts are found, 
and action generally follows. 

For instance, we realize 
now that there is little possi- 
bility of ever: collecting a 
major part of war debts. 
We accept the Soviet govern- 
ment as a going concern and 
no longer think of it as a bad 
dream; like orphan Annie, it 
has come to our house to 
stay. But most important, 
we've learned, each one of 
us, to mind our own busi- 
ness. We've learned that 
although we might have 
known something about our 


first closed 








Profits! 


Latest figures available 
show that the following 
companies bettered in 
1931 the earnings of 1930. 


Adams-Millis Corp. 
Amalgamated Leather Cos. 
American Chicle 
American Tel. & Tel. 
Auburn Automobile 
Bigelow-Sanford Carpet 
Bohn Aluminum & Brass 
Butterick Publishing Co. 
Century Ribbon Mills 
Chesapeake Corp. 
Chicago Great Western R. R. 
Colgate-Palmolive-Peet 
Commonwealth Edison 
Consolidated Cigar 
Consolidated Gas, Electric Light 
& Power of Baltimore 
Devoe & Raynolds 
Dome Mines, Ltd. 
Dominion Stores, Ltd. 
Endicott Johnson 
Firestone Tire & Rubber 
Fostoria Steel Prod. 
General Baking 
Gotham Silk Hosiery 
Grand Union Co. 
Hershey Chocolate 
Hollander & Son, Inc. 
Intl. Business Machines 
International Salt (N. J.) 
Kroger Grocery or Baking Co. 
Lehigh Valley Coal 
Loft, Inc. 
Loose-Wiles Biscuit 
Mapes Consolidated Mfg. Co. 
Monsanto Chemical Works 
National Distillers Products Corp. 
New England Tel. & Tel. 

. C. Penney Co. 
Peoples Gas, Light & Coke 
Perfect Circle 
Schiff Co. 

Scott Paper Co. 

So. Cal. Edison 
Standard Brands 
Sweets Co. of Amer. 
Telautograph Corp. 
United Carr Fastener 
Va. Iron, Coal & Coke Co. 
Waldorf System, Inc. 
Western Dairy Products 
Willys-Overland 
Zonite Products 








own p’s and q's we didn’t, all of us, know 
everything about everyone else’s. Now and 
then some business solon still unburdens 
himself of an economic panacea, a solution for 
prohibition, or a plan for farm relief; but, by 


and large, we realize that 
the winds are effectively out 
of our sails. 

There is no doubt that 
our leaders now realize they 
have, in many instances, 
strayed and talked too big. 
But to-day the business belt 
has been taken in several 
notches. It hurts—but we 
know the extent of our pain 
and face it with renewed 
determination to live it 
through. That fact is the 
most encouraging thing that 
has happened to us in the 
past two sad years. Not 
even the moratorium, the 
saving of Germany, the bal- 
ancing of the English budget, 
Mr. Ford’s plan to turn his 
employees into truck-patch 
gardeners, or the various en- 
couraging things pointed out 
in the first three articles of 
this issue overtop it. 

It is this change in our 
psychology, which has made 
it opportune to take the first 
thirteen pages of this issue 
to summarize the facts that 
point to a recovery. 








A Special Session 
RGUMENTS in favor of a special session of 


Congress, to meet some time in November, seem 
to us unanswerable. There is no danger that such a 
session would be disturbing to business confidence, 
since it would precede only by a few weeks the regular 
session which will begin on December seventh. These 
few weeks, however, would enable Congress to or- 
ganize in ample time to consider the President’s pro- 
posal fora moratorium. This plan must be ratified by 
December fifteenth, if confusion is to be avoided. 
On that date our European creditors are due to remit 
the next payment on their obligations. To involve 
the moratorium in parliamentary difficulties at this 
late day, and solely because two political parties were 
jockeying for position in their efforts to elect a Speaker 
and control the committees, would be unfortunate. 
It is always difficult to organize the House when the 
two parties are evenly divided. In this case the 
situation fluctuates from week to week, due to the 
deaths of members. At present there are 214 Re- 
publicans, 212 Democrats, one Farmer-Labor member, 
and eight vacancies. In these circumstances anything 
can happen when Congress reassembles. The insur- 
gents and obstructionists will be doubly eager to use 
their power to delay proceedings, since they know how 
badly their votes are wanted on both sides. They have 
only to delay matters for eight days in order to obs- 
truct the proposal for a moratorium. It is too close a 
margin for safety. 


= 


Pan-American Markets 


EPRESENTATIVES of twenty-one republics 
will meet in Washington on October fifth for the 
Fourth Pan-American Commercial Conference. Sev- 
eral hundred chambers of commerce and business or- 
ganizations have planned to send delegates to this 
meeting. The conference will discuss economic ques- 
tions exclusively—such matters as credits, markets, 
transportation, consular procedure, problems of over- 
production, and the possibility of closer codperation 
between commercial groups in different countries. 
Twenty years ago our trade with Pan-American 
countries was comparatively unimportant. We sold 
one dollar’s worth of goods south of the Panama Canal 
to every twelve dollars’ worth we sold in Europe. By 
1921 the proportion was no longer one to twelve but 
one to nine. Last year it reached one to five. These 





figures are sufficient evidence of the rapidity with 
which our exports to Latin America have grown and 
the interest of American business men in any recom- 
mendations which may be made by the conference 
now about to meet in Washington. 

Ten years ago, in the same building in which the 
present conference will assemble, Charles Evans 
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Hughes, as secretary of state, made his dramatic pro- 
posal that the five chief naval powers scrap some of 


their battleships in the interest of world peace. The 
stage will be set for a statesman bold enough to pro- 
pose that the Pan-American nations scrap some of 
their tariff barriers in the interest of world trade. 


A Party Without a Policy 


UR Democratic party stands midway ‘between 
céoperation and isolation in world affairs, with 
Owen D. Young on one wing and ex-Senator Reed of 
Missouri on the other. Which way it will go in 1932 
we may not know till the last minute. 

When the Hoover Administration made its proposal 
for a year’s postponement of payments on war obliga- 
tions, the Democratic National Committee issued a 
statement praising this action but complaining that 
it came too late. According to this statement, the 
necessity of American intervention to prevent a dis- 
aster in Europe “was as evident two years ago or five 
years ago as it was on the day President Hoover sug- 
gested the moratorium.” If this is true, it is fair to 
ask why the Democratic party did not propose a 
moratorium. It is also fair to ask whether the Demo- 
cratic National Committee is still as strongly in favor 
of the plan as it was in the first days of general en- 
thusiasm, when Mr. Hoover was being praised on all 
sides for his action. 

Various Democrats of more than average prestige 
in their party have belittled the moratorium during 
recent months. Ex-Senator Reed describes it as 
“sheer foolishness” and declares that it places a heavy 
financial burden on American taxpayers “at an ex- 
ceedingly inopportune time.” Senator McKellar of 
Tennessee explains the proposal as an attempt to 
salvage funds invested in Germany by “the interna- 
tional bankers” and asserts that the United States will 
“view with distrust any further effort of this Adminis- 
tration to aid Europe while American citizens suffer 
and American farmers are being dispossessed.” 

There has been enough such comment recently to 
raise the question of whether the Democratic party 
has a foreign policy and, if so, what it is. 


Decentralizing Industry 
HE Associated Gas & Electric System, which 


serves important areas of New York, Pennsyl- 
vania, and other states, reports that a large part of the 
new industrial construction in its territory consists 
of relocations by manufacturing concerns moving 
from large cities to smaller communities. This is in 
line with the recent tendency of industry away from 
congested centers toward towns where rents are lower. 
It is a trend made possible by the fact that public- 
utility systems, with their modern superpower lines, 











now furnish abundant power to these outlying districts 
at lowcost. This is the chief distinction of an electric 
age, compared with a steam age. As Martin J. Insull, 
president of the Middle West Utilities Company, 
pointed out recently, ‘‘ Electricity is available in any 
quantity at virtually every point on the map, whereas 
its predecessor, steam power, was to be had at rel- 
atively few points.” 

For many years American industry tended to con- 
centrate at these relatively few points where steam 
power was available. Great cities grew uparound these 
points and drew their population from the country- 
side. Congestion brought with it the familiar prob- 
lems of slums and local transportation systems inade- 
quate to rapidly expanding needs. Centralization 
of industry resulted in many cases in a waste of effort 
in hauling raw materials long distances to manufactur- 
ing centers and hauling finished products long dis- 
tances to their markets. 

Until the dawn of an age of electrical power, there 
seemed to be no way of checking this tendency toward 


centralization. Recent developments suggest that 
the tide has turned. 


The Public Buys Stocks 


LTHOUGH many corporations found it neces- 
sary to reduce dividends in 1930 and 1931, the 
public has not lost its interest in sound common stocks. 
It is true that during the first eight months of the 
present year the average daily turnover on the Stock 
Exchange fell far below the figures of 1929. It is 
also true that during this period the market was 
described as a “professional” affair, with activity 
supposedly limited to Wall Street bulls and bears. 
Nevertheless, when the United States Steel Corpora- 
tion filed its semiannual report in midsummer its 
books showed the largest number of owners of common 
stock in the history of the company—156,239, com- 
pared with 129,629 a year ago. General Electric 
showed a total of 116,750 investors, compared with 
88,408 in midsummer of 1930—a gain of more than 50 
per cent in a single year. The same experience was 
duplicated in the case of many other gilt-edged corpor- 
ations. 

For this impressive increase in stock ownership 
during a bear market, two factors are primarily re- 
sponsible. In the first place, many investors who 
leave their stock in brokers’ hands during a rising 
market, on the chance that they may wish to sell, re- 
verse this process in a falling market and put their 
stocks in safe-deposit boxes, to wait for a better day. 
Thereby they add their names as individuals on the 
company’s books, instead of being lumped with other 
investors who figure only as one owner when their 
stocks are held by a single broker. 

Unquestionably this method of bookkeeping ac- 
counts in part for the recent spread in ownership. It 
tells only part of the story. When ownership of com- 
mon stock increases by as much as 50 per cent within 
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twelve months, it is clear that shrewd investors have 
taken advantage of bargain prices to purchase sound 
securities which will accrue in value with a recovery. 


August Seventh 


HREE examples taken from the news of one day 

are noted here as instances of the service a 
monthly magazine may perform in laying the back- 
ground for the news of tomorrow. 

On the morning of August seventh last the New 
York Times carried, among others, three featured 
stories on page one. These stories appeared in one 
form or another in almost every other paper in the 
country. News story 1. The headline ran: “Soft 
Coal Men Seek Federal Control.” News story 2. 
This pointed out that the President feared the enact- 
ment of a dole by the next Congress. News story 
3. The Parker Cramer flight to Europe was featured 
as presaging a regular mail and passenger line. 

Article 1. In World’s Work for April, “Hard 
Times for Soft Coal’ said: “No open, outward pro- 
posal for federal control has been voiced yet by any 
leading bituminous operator. The idea receives its 
baptism in this article.” Article 2. In the August 
issue “Which Cure for Workless Workers?’ insisted 
that unless industry took immediate steps to relieve 
unemployment, then government could be expected 
to do the job for industry in a vigorous and rather un- 
pleasant fashion. Article 3. In November of last 
year “Stepping Stones to Europe” was devoted to 
pointing out that the Greenland-Iceland route was the 
one commercially feasible air lane to Europe. 


A New Role for Russia 
OR ONCE the Soviet government of Russia has 


been reluctant to play with fire in a powder 
house. On every earlier occasion when Russia’s 
neighbor, Germany, passed through a difficult finan- 
cial situation, Russian agents were busy in Hamburg, 
Dresden, Berlin, and other cities, attempting to stir 
up revolution. In the present case Russia has ap- 
parently: kept hands off, and one of the dispatches 
from Moscow suggests the reason. 

Russia’s chief interest today is the five-year plan. 
If this plan is to succeed, Russia must build up an ex- 
port trade. One of the best markets for Russian ex- 
ports is Germany. Revolution in Germany, might 
endanger the five-year plan by depriving Russia of 
an indispensable outlet for the raw materials which 
she must sell abroad, in order to build up credit with 
which to purchase machinery and tools. 

If the Soviet’s policy toward Germany is any guide, 
the world has less to fear from Russia, seeking pros- 
perous markets for her wares, than from Russia, starv- 
ing and empty-handed. 
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Q.—* What is the most important need to restore prosperity to the 
world in general and to this country in particular?” 


That question has for many months been asked wherever 
men have gathered together, whether they were big business 
men and international bankers or just average business men 
and small-town bankers. And always, if there has been 
common agreement on any answer at all fundamental, it has 
been on the following answer, or on words to the same effect: 


A.— The restoration of public confidence, so that bankers and 
business men can plan ahead and put men and money to work. 
Confidence, or faith in the morrow and in the other fellow, is 
the greatest need. It was Carlyle who long ago said that no one 
can take his next step in any direction without faith.” 


It seems pretty generally agreed; and our bountiful supply 
of gold, our extremely low rates of prevailing interest, and the 
extremely low prices of most commodities and materials, 
along with many other considerations, emphasize the value of 
this answer. People have lost confidence, in other words; 
they doubt their own ability—and this holds for big and little 
bankers as well as for other business men—to gauge the risks 
involved in the morrow and so do nothing. Therefore we get 
the next question: 


Q.—“ What ts the major cause, tf there be any mayor cause, of 
this national and international lack of confidence?” 


Everywhere, for many months, people have been asking 
this question, groping for the answer. Everyone has his own 
ideas. One mentions the stock crash; another points to the 
low price of his bonds; a third refers to the latest default on 
the part of some county, corporation, or, still more disturbing, 
some municipality; another refers to our many bank failures, 
still another to our prodigious gold supply, and others to over- 
production. Just how much each of these factors weighs in 
the equation is, of course, anybody’s guess. But if there has 
been and still is one single factor which, more than any other, 
has worked to prolong the depression, it is to be found in the 
answer: 


A.—“ Fear of the collapse of Germany and, as a result, a world 
panic, drawing in England and playing havoc politically and 
otherwise.” 


ing to many millions of people because it 

averted a world panic. It was in the cards. 
Germany sought it and expected it as further recogni- 
tion that she could not, if she would, pay over to the 
Allies the huge reparations demanded by them. It is 
now mainly, up to the Germans by a change of heart 
and policy, to decide the issue. But that she will do 
so seems doubtful for many reasons, chief among which 
is that Germany has again demonstrated that she can 


' HE Hoover moratorium was and is full of mean- 


wag the situation by its tail. It is also doubtful be- 
cause the Allies, notably France, have established the 
idea that the payment of their debt to us is contingent 
upon Germany’s payment of reparations to them. 

The moratorium provides a breathing space not 
only necessary but helpful to public confidence. Not 
only did it make President Hoover the most popular 
man in the world and, both when it was announced 
and consummated, react favorably on world stock, 
bond, and other markets, but it cleared the air a bit. 
Also it is a step toward the determination of a final 
policy that will work, one expects, better by far than 
the policies pursued heretofore. In other words, at 
the end of the year prescribed by the moratorium the 
whole question will come up again. By that time 
public sentiment here and abroad will have crystallized 
and have indicated the course of action to be taken; 
and to that extent we have the promise of ending un- 
certainty, the traditional foe of business. And by 
that time Germany, the deciding factor, will have had 
a year in which to demonstrate her national aims. 

Meanwhile it is important to note, though it is not 
very flattering to us, that the total amount of repara- 
tions so far paid by Germany to the Allies, and in large 
part turned over to us by them, is practically equival- 
ent to the total amount that American banks and in- 
vestors now have tied up in German bonds and short- 
term notes. 


Reaching for the Moon 


Figures tell this and much more of the story. 

To begin with, it should be remembered that mili- 
tary men and politicians who deemed it politically 
necessary to reassure their war-weary peoples dictated 
the ‘‘ peace” terms, which had the germs of no end of 
trouble in them from the start. The United States, 
it will also be remembered, refused all war indemnity. 
Two other points should also be noted: 

First, the Allies did not definitely indicate how large 
Germany’s annual payments to them were to be until 
the Dawes plan was put into effect on September 1, 
1924, and they did not establish the total to be paid— 
$27,641,942,820, a sum total that all financial experts 
must have known she could or would never pay—until 
the Young plan was put into effect on September 1, 
1929. In other words, the obvious disposition of the 
Allies was to take all they could take from Germany. 

Second, during this period before the Germans knew 
that there ever would be any limit set to their annual 
or final payments, for reasons of their own not in 
point here they had justified themselves in concluding 
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Entrance hall of the German 
Chemical & Dye Trust’s ad- 
ministration building at Frank- 
furt-am-Main. Britisher Per- 
kin discovered mauve, first of 
the coal-tar dyes, in 1856; but 
Germany took the lead in com- 
mercializing synthetic dyes. 














that they were not to blame for the World War. Ac- 
cordingly, since there was no other course open to 
them, we can see, on looking back, that they resorted 
to various plans to thwart collection. 

The first scheme they adopted to evade payment 
was inflation, with the result that finally it became 
notorious that their paper currency was being sold for 
anything it would bring. During that same early 
interval preceding the application of the Dawes plan, 
they also demonstrated their disinclination to pay by 
their policy of passive resistance to the French inva- 
sion of the Ruhr. 

Accordingly, for the good of both sides, when the 
Allies realized that they were not getting anywhere 
and were further concerned by the fear of Communist 
domination of Germany and dread of having a Bol- 
shevist country for a neighbor, they proposed the 
Dawes commission, headed by a disinterested Ameri- 
can but containing representatives of all the nations 
interested, to iron out some of the difficulties and to 
assist in reestablishing the credit of Germany. 

The Dawes plan operated to reestablish Germany’s 
credit, with Americans at least, partly because for the 
first time it definitely established the amounts, in- 
creasing year by year, that Germany was to pay the 
Allies—amounts which must have revealed even to 
European politicians the futility of anticipating and 
promising such impracticable sums as had at first been 
contemplated. This plan gave a sense of definite- 
ness to the situation because it indicated that loans 
made in accordance with it were secured by a first lien 
in relatively small amounts on each industrial or other 
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unit in point. To the American mind such liens were 
akin to first mortgages. Moreover, the plans looked to 
reestablishing, with part of the money so provided, 
a gold basis in Germany. 

Given a supposedly good security, a gold basis, and 
supervision of collections and disbursements by an 
American, S. Parker Gilbert, German bonds appeared 
attractive to Americans when offered at a relatively 
high rate of interest. Money was plentiful and our 
bond market was popular. Americans responded by 
sending to Germany $118,000,000 before 1924 was 
out and $218,250,000 during 1925. Yet the first 
German payments on account of reparations after the 


Dawes plan went into effect amounted, in 1925, to 
only $238,060,704. 


“They Hired the Money” 


It is to be noted that the first definite propaganda in 
America looking to cancellation of all intergovern- 
mental debts appeared before the Dawes commission 
was appointed. But the reaction of our government 
was prompt and unmistakable. To a group of can- 
cellationists President Coolidge made his memorable 
remark, “Well, they hired the money, didn’t they?” 
And to the Allies we emphasized the fact that the great 
bulk of our loans to the Allies had been made after the 
armistice. 

In other ways we also tried to dissuade the European 
mind from the idea that the payments due us were to 
be deemed as, in a sense, our share of the “damages” 
that the Allies collected from Germany. But the 
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At left—Where part of Berlin’s gas 
supply is stored. Germany, if re- 
ports be true, has used short-term 
credits to construct new factories and 
to ixstall modern equipment in her 
old ones. Germany’s employment of 
short-term funds for capital purposes 
arouses the ire of other Europeans 
who have loaned their neighbor 
money while their own plants were 
becoming obsolete. Below—Hydro- 
electric development in Bavaria. 











Keystone View 


French replied by pointing out that much of their 
original debt was for war and other materials we 
would have had to bring back to America, to the ruin 
of markets of many of our manufacturers here. How- 
ever, to emphasize our position, we agreed to accept a 
low rate of interest from the Allies and to spread the 
payments on the principal over a long period while in- 
sisting that the principal must in the end be paid. 
After prolonged discussions, each of the major Allied 
nations formally subscribed to our terms. 

But the Dawes plan, or at any rate the sale of Ger- 
man bonds in America, weakened our position because 
for the first time it gave many of our average-size 
banks, our insurance companies, and our individual 
investors a direct interest in the welfare of Germany 
and therefore strengthened the hand of the cancella- 
tionists—a consideration that both the Germans and 
our Allies relished and had counted upon. 


Paying With Borrowed Funds 


Now to go on with the story that the figures have to 
tell. After the Dawes plan went into effect our in- 
vestors absorbed German bonds in large quantities. 
As already indicated, during the calendar year 1925 
our purchases of German bonds almost equaled in their 
total the amount that Germany paid to the Allies. 

In 1926 we furnished to Germany $294,246,800, yet 
she paid to the Allies only $291,111,386. 

Again, in 1927, when she was required to increase 
her payments to the Allies, our loans aggregated 
$230,525,000 while her payments to the Allies 
amounted to $357,543,390. 

And in 1928 her payments to the Allies, and our 
payments in the form of loans to her, both increased. 
She paid them $417,713,130 and we paid to her 
$292,476,500. 

But now the end of this amazing era, during which 
we paid into Germany all or most of all that she paid 
to the Allies, was rapidly approaching. 

Toward the end of 1928 our bond market steadily 
weakened, thanks to the increasing popularity of com- 
mon stocks. Moreover, to close students it was be- 
coming notorious that in reality Germany was mani- 
festing no will to pay—was, as S. Parker Gilbert’s re- 
ports as agent general for reparations were later to 
make clear, squandering money; that in reality, dur- 


ing the years 1926, 1927, and 1928, all, or substantially 
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all, of the money she had used to pay the Allies had 
been supplied by American investors! 

The year 1929 therefore brought the end of one 
period, the beginning of another, fundamentally be- 
cause, though Germany paid, as of August 31, $596,- 
917,620 to the Allies, our investors loaned her, during 
the whole calendar year, only $31,625,000! In other 
words, Americans obviously were no longer disposed 
to buy German industrial or other bonds. 

So came another crisis, another flurry of cancella- 
tionist propaganda, and the suggestion, originated and 
energized in Europe, for the sending over of Owen D. 
Young with a commission of experts to confer with 
experts selected by the other nations. 
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So came the Young plan. The rest is history: 

Because the total that Germany was expected to 
pay, along with the total payments of the Allies to us, 
was at last definitely fixed by the Young plan and our 
bankers assumed that the international bank estab- 
lished by it could take care of collections, Germany’s 
credit was again reestablished, at least with our bank- 
ers and many, notably British, in Europe. There was 
no large market for German bonds in America be- 
cause we were approaching the height of the bull 
market. In 1929 common stocks were popular as 
never before and the stock crash came soon after the 
Young plan went into effect. Nevertheless, an issue 
of German 5} per cent bonds was sold in the United 
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AND GERMANY ae 
States and during the calendar year 1930 America sent 
into Germany, aside from an indeterminate amount 
loaned for short terms, $166,818,714—a little less than 
Germany paid in reparations as of March 31, 1930. 

On March 31, 1931, however, Germany’s allotted 
payments under the Young plan were set at 
$406,480,240; and the figures show that down to June 
30, 1931, we loaned Germany, in the form of bond is- 
sues, only $53,548,000. Our big banks were unable or 
unwilling to further increase their short-term loans. 
Therefore, when it was known that the flow of money 
into Germany was being reversed, in part because it 
was being noised about that German investors them- 
selves were buying foreign securities and, along with 
many others, were removing their funds from Ger- 
many as rapidly as possible, the crisis resulting in the 
Hoover moratorium seemed inevitable. 

All the signs were there, including the usual hue and 
cry for cancellation. I believe, by the way, that can- 
cellation (of a major part at least) will prove the only 
eventual way out—a way that is in all respects eco- 
nomically desirable but believed by many to be polit- 
ically next to impossible. 


Big-Hearted Uncle Sam 


The United States, with its great credulity and 
generosity, has been the target for European cupidity, 
notably in Germany, ever since the days preceding the 
organization of the Dawes commission. 

The figures show, to begin with, that the total rep- 
aration payments made by Germany from the incep- 
tion of the Dawes plan down to the Hoover moratorium 
of July 1, 1931, amount to $2,584,870,400. And the 
best available figures also show that the known 
amount of American long-term loans to Germany dur- 
ing the same period was $1,405,490,000, while the es- 
timates of the short-term credits range from $1,300,- 
000,000 to $1,700,000,000, approximately one half of 
which are American. If the bond item is added to the 
more conservative short-term figure, the result is 
$2,705,490,000—actually more than the total Ger- 
many has paid in reparations. In other words, it 
would seem that Germany has paid out, on account of 
reparations, not much more than American banks and 
investors paid in. 

Moreover, the whole story is not contained in the 
figures, especially in the few that can be set down here. 
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Above—Power for Berlin! Engine 
hall, tower, and giant pressure pipes 
are part of the impressive plant at 
Golpa-Zschornewitz. Americans have 
loaned Germany enough money to 
meet its reparations payments; these 
and war debts, inseparably linked in 
European minds, will again be scru- 
tinized when the Hoover moratorium is 
up. At right—These iron and steel fur- 
naces in the Ruhr Valley, were once 
part of the far-flung Stinnes holdings. 
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It has come to be notorious that Germany has used 
the short-term credits accorded her by American and 
other bankers not for such short-term purposes as are 
typical but for capital purposes instead. In other 
words, if first-hand reports of investigators are true, 
in many instances the Germans have in effect used 
short-term credits to build and to improve their plants 
and for like uses, with the result that they are said 
now to have the most modern plant equipment in 
Europe, while that of some other European countries 
that have loaned Germany money is antiquated and 
in poor repair. 


Hitler’s Dramatic Value 


Reports of this sort give strength to the belief that 
even such activities as those of the Hitler party have 
been part of an organized program of rebellion against 
reparation payments which the German people could 
not or would not pay. It is always dangerous to 
judge others’ motives; but assuming that the German 
people and their government were determined to es- 
cape what they deemed a form of reprisal directed at 
their ruin, it would be strange if they did not utilize 
every weapon at hand. 

At any rate, whether it was organized by German 
industrialists or was a purely spontaneous reflection of 
nationalistic feelings, careful examination of its recent 
history shows that the Hitler party, with its program 
of renouncing all German political debts, has appeared 
and reappeared, like the villain in a play, whenever it 
was needed to produce the impression abroad that 
turmoil prevailed in Germany or that extensive un- 
employment existed and revolution threatened; that 
taxes were being levied beyond the capacity to pay; 
that all liquid assets were being removed from German 
banks; and that only a moratorium on Germany’s 
debts—and therefore on Allied debts to us—could save 
the situation. 

The Hoover moratorium was admittedly inevitable. 

It was highly desirable. It prevented a world 
panic. It drove the German situation out into the 
open and, with it, the whole question of reparations. 
It will serve as a test in revealing our feelings, and has 
already indicated which way American sentiment runs. 


It provides a breathing space of one year. I do not 
believe there is the remotest chance that any govern- 
mental loan to Germany can be achieved, no matter 
what her tactics may be, during that year. And 
much less do I believe that American bankers and busi- 
ness men and other investors can be persuaded to 
invest their money in German enterprises during such 
a year. But that’s just a way of remarking that 
Germany’s credit is not now worth a thin dime. 

The moratorium has called Germany’s hand. She 
must know that for her the jig is up; that the issue is 
drawn much more conclusively and definitely than 
ever before; and that it is up to her to behave during 
the period of the moratorium and then to submit to 
much more exacting regulation of her finances than 
ever before. 

Germany will either adopt such methods financially 
and politically as will bring about the return of Ger- 
man capital, estimates of which run as high as two 
billion, and thereby bring about her own salvation— 
or she will not. 

There is an old saying that no one can tell what 
aloser may do. Germany’s war psychology, the 
depth of her feeling about her traditional foes, their 
obvious fear of her ascendancy, her natural instinct 
(and theirs) for self-preservation and survival in the 
wars of peace are all considerations in point. 


We're Left Holding the Bag 


With her. and with the success with which other 
nations, notably America, deal with her, lie, in the 
main, the restoration of normal conditions and the 
resumption of economic law in a war-weary world. 

It is not amiss for anyone familiar with her physical 
and industrial need and with the ‘complex currents 
and cross-currents of normal trade, which profit us 
more than any other people, to believe things have 
come to a pass where we alone, and notably President 
Hoover, have, largely because of our own credulity 
and generosity, inherited the leadership in working 
out this problem. Wholly apart from the direct in- 
terest we have in the American funds now tied up in 
Germany, it may be the part of wisdom, may be in- 
evitable, that the end of the Hoover moratorium will 
bring with it another postponement or 
a downward revision, in the repara- 






































: tions Germany will be asked to pay, 
with consequent reduction in our own 
intergovernmental receipts; for France, 
at least, has established the fact that 
French payments to us are contingent 
upon German payments to France. 

Thus the problem has been dumped 
AL upon our lap. 





Beer vats in a Berlin brewery. 
Beer and sausages remain the fa- 
vorite national foods, despite war 
and revolution. And Germany’s 
internal problems are of increasing 
concern to us, as our own State De- 
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Shifting into Second 








By DAVID FRIDAY 








The past three years have been hard on the reputations of business 


prophets, but David Friday is one of the few seers left with a clean 


record. He stakes his reputation on the statements made herein and 


the evidence he marshals to show that business is on recovery road. 


in history as marking the turning point in the 

present depression. It is not the lowest period 
in the level of industrial production; the low level of 
creative activity was reached in the closing months of 
last year and in the opening month of this. Even 
when correction is made for the seasonal upswing 
which occurs in the spring months, the output of mines 
and manufactures, as measured by the Federal Re- 
serve index, was still 7 per cent higher in the spring of 
this year than it had been at the turn of the year. 
The two months of April and May were 10 per cent 
higher than December and January. 

Now that the earnings of corporations are known 
for the second quarter, evidence is accumulating that 
this upturn in output was accompanied by increased 
profits. The earnings of some four hundred corpora- 
tions show an advance of 31 per cent over the first 
quarter of this year. This is true despite a recession 
in commodity prices. Profits are normally higher in 
the spring, but last year they rose less than 5 per cent; 
and during the five prosperous years from 1925 to 1929 
the increase was only about 19 per cent. 

The causes of this increase in profits are to be found 
in the greater volume of output and in the lower costs 
of production. The latter element has its source in 
the low prices of raw material and in the greater effi- 
ciency of labor and management. The larger volume of 
production is in response to the increased demand for 
goods which has manifested itself in a larger physical 
volume of retail trade. 

Yet the state of the public mind was one of pessi- 
mism during the second quarter. Commodity prices 
were falling, the stock market plunged to new low 
levels early in June. Dire predictions were abroad 
with respect to unemployment next winter, and the 
hope for betterment was almost abandoned. But 
anyone who has followed the course of events closely 
mM previous depressions knows that this is the normal 
state of opinion after a year and a half of recession. 

In the summer of 1921, just ten years ago, the 
economic outlook seemed, if anything, more dark and 
obscure than it is today. We had just come out of a 
war of four years’ duration, followed by two years of 
inflation in bank credit and commodity prices. 


Ti second quarter of 1931 will probably stand 


Bank credit had expanded with amazing rapidity 
between the armistice and the middle of 1920. The 
commodity price level at wholesale had broken out of 
bounds within which government control of prices 
had held it and had jumped from 130 to 167. The 
level at the outbreak of the war had been 68. 

By June, 1921, the price level at wholesale had re- 
ceded to 93, but bank deposits and money in circula- 
tion were still five billion dollars higher than at the 
time of the armistice. Liberty bonds sold at 87; and 
high-grade railroad security like Atchison general 4’s 
were selling at 74. Union Pacific first general 4’s 
stood at 78. Michigan Central collateral gold 3}’s 
were at 60. The Federal Reserve index of steel pro- 
duction stood at 30 on that June ten years ago. It 


-had been as high as 108 in the previous boom. 


Strangely Familiar Remarks 


It was small wonder that people looked with gloomy 
foreboding to the future at that time. We know that 
industrial production was at its lowest point in March 
and April of 1921 and by June had been scraping bot- 
tom for four months. In August came an upturn 
which carried it up 10 per cent by October. By June 
of the next year it had advanced one-third. Liberty 
bonds were at par and the railroad bonds mentioned 
above had advanced 14 points. By October, 1922, 
production had passed the highest level reached in any 
month of the 1920 boom, and it remained above that 
level for sixteen consecutive months. 

As we look back upon that recovery and observe its 
rapidity and magnitude, it seems to many of us that 
the revival must have been foreseen by most thought- 
ful persons. But this assumption is far removed from 
the facts. 

A group of leading financial statisticians met in 
New York City on November fourth of that year. 
Their opinion of the situation is reflected in the follow- 
ing extracts gleaned from their remarks: “‘The farmers 
will not buy much from the proceeds of this harvest; 
and, with the price decline in process throughout the 
world, there would seem to be little prospect of any 
extensive business revival in the near future.” 

“Slow and irregular business for ten years.” 
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“A slow recovery to a general level of subnormal, 
slow business.” 

“Prices will advance a little from present levels and 
then fall once more. Recovery will be slow.” 

“Conditions abroad will continue to affect our busi- 
ness conditions here. It is a conservative estimate to 
say that ten years must elapse before we can see 
genuinely prosperous business in this country.” 

“Business will come back in three years.” 

“The period of readjustment will take at least ten 
years.” 

“We may expect a slow return to a basis in which 
business can be done at a profit in about three years.” 


Prosperity Confounded Pessimists 


The arguments which these men used in defending 
their opinions and conclusions seemed sound. Yet 
they were utterly wrong. Prosperity returned in 
spite of the unfavorable factors which they saw in the 
situation. It returned in spite of labor difficulties 
and strikes. We have largely forgotten them now, 
but there was violent controversy over wage reduc- 
tions during the late months of 1921 and the first part 
of 1922. Many of the textile mills had strikes during 
this period. We barely avoided a strike of the rail- 
road brotherhoods in October, 1921. The coal mines 
struck in April, 1922. It was September before a 
settlement was finally effected. The railroad shop- 
men were out on strike during the same summer. 
Despite all these disturbances production, profits, and 
security prices rose throughout these months. 

This review of the situation a decade ago is under- 
taken for the purpose of warning against the type of 
analysis which leads to these gloomy forecasts just 
at the time when some degree of optimism is in order. 

The same attitude prevailed in 1924, when the coun- 
try suffered a decline which was looked upon as serious 
at the time. It was believed that the revival of 1922 
and the boom of 1923 had been an era of war-replace- 
ment prosperity and that it was bound to be succeded 
by depression. For the level of industrial production 
had risen 10 per cent higher in 1923 than in any month 
of 1920. Bank deposits, too, not only reached the 
levels of 1920 again but exceeded them by three bil- 
lions of dollars. That surprised us all. Only whole- 
sale commodity prices did not resume their former 
level. They rose from 93 in the depression months of 
1921 to 105 in the spring of 1923. This was less than 
two thirds as high as the level which they had reached 
and held in the spring of 1920. 

When business receded in 1923 and 1924 it seemed 
to most people that now the postwar boom was indeed 
over. The following comment upon the state of busi- 
ness, published in June, 1924, is a good example of the 
way in which the situation appeared to some writers 
at that time: 


Professional and theoretical optimists still profess to see a 
rise in activity in the near future, repeating the formulas of 
those who just a year ago were confident that midsummer 
would see a rise from the moderate decline from the peak of 
last spring. That predicated rise did not occur last year, and 
there is no good reason for thinking that the coming summer 
will be any better business tonic. 

The actual controlling reasons for the present recession in 
business, and the forces which will sometime revive it, are of a 


very different sort. Boiled down, the two major influences 
are these: a great excess of productive capacity . . . in 
relation to the absorbing power of the available market, and 
generally overbought or overbuilt, or overspent condition in 
this country generally. 

One hardly appreciated consequence of this surplus of 
goods in connection with the country’s great purchasing 
power in which all good Americans take a proper pride, is 
that the temper of easy spending, stimulated by a highly de- 
veloped and somewhat shortsighted salesmanship, has over- 
loaded buyers in every line and has, for the time, largely ex- 
hausted consumer purchasing power. That the country is 
oversupplied with automobiles is now pretty evident to the 
most casual observer. Excessive consumption of 
more or less permanent goods is like excessive consumption of 
food—the patient requires extra time to digest the surplus 
above his normal intake. For this reason, by itself, a pro- 
longed pause in consumption is practically inevitable. 


This analysis of economic conditions seems logical 
enough. It sounds amazingly like the things which 
are being said today. But it was utterly worthless as 
a practical forecast for the banker and business man. 

The very month in which it was made marked the 
low point of the depression. It was followed by a 
revival which was rapid and prolonged. Within seven 
months business had again reached its former peak 
levels. Even the satisfaction of accumulated war 
demands, which was supposed to have been accom- 
plished by 1924, did not stop the growth of production 
and profits. 

Nor is it likely that the dire predictions of long- 
continued subnormal business which are now being 
made will prove any more valuable. The same funda- 
mental forces which brought the return of prosperity 
then have been at work during past months. 

What are these changes in the economic process 
which occur during a period of depression to stop the 
retardation of production and bring about an accelera- 
tion of the economic tempo? 


That Vicious-Looking Circle 


The crux of the matter is the revival of demand for 
goods. Human wants and human desires are the 
mainspring and the motive power of industry. Now 
human wants are well-nigh infinite, and they are far 
from being satiated at this time. But unless they are 
coupled with purchasing power want and desire do not 
make themselves felt upon the market as effective 
demand. How, then, does the purchasing power in- 
crease once more so that the volume of things pur- 
chased rises to its normal level again? 

It is just at this point that many people are, at times 
such as these, at a loss to see any ground for revival. 
Our purchasing power obviously consists of the money 
income of the people. And that is made up of such 
component parts as wages and profits. But it is just 
the decline in these two lines of income that we hear 
most—factory payrolls have fallen 30 per cent and 
profits are less than half as large as they were in 1929. 
How can wants be translated into demand when the 
ability to pay is so low? 

Nor does there seem any chance of getting out of 
this circle. For employment and payrolls cannot in- 
crease until production revives. And that cannot 
happen until demand for goods picks up. But if this 
depends upon the size of wages, then we are in a closed 
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circle from which there seems to be no escape. The 
only way out would seem to be to put labor and plant 
to work without orders and take the risk of being able 
to sell the goods, when finally finished, to those who 
had drawn the wages. But there is no likelihood that 
this will happen, for most producers have inventories 
on hand in the depression which they find it hard to 
sell, and they will not take the risk of producing 
against an uncertain demand. Inventories must first 
be reduced and demand must increase before men are 
put back to work. How is this circle broken? 

One of the reasons why we get out of the slough of 
despond more easily than we expect when we have 
reached the depths is that the money income of the 
people has not shrunk as much as the decline in wages 
and profits would lead us to believe. In 1921 factory 
payrolls were 35 per cent below the previous year and 
profits fell—were completely wiped out. Both manu- 
facturing corporations and all business taken together 
reported a net deficit for the year. But the total 
income received by all the people of the country, as 
distinguished from the corporations, declined only 15 
per cent. 

The reason for this disparity is to be found in the 
fact that other incomes have not fallen so rapidly as 
wages and profits; salaries, for example, declined much 
less than wages in all industries. The salaries of 
government employees—federal, state and local, in- 
cluding school-teachers and college professors—do not 
decline materially except in rare instances. Interest 
received by bond and mortgage owners goes down 
hardly at all. Dividends are reduced somewhat in 
times of depression, but by no means as much as prof- 
its. In 1921 they declined only 123 per cent when 
total profits fell to zero. Pensions, endowments, and 
death claims paid by life insurance are not affected by 
depressions. So the public is always pessimistic with 
respect to the decline in money income and so in pur- 
chasing power. 

These figures setting forth the variation in the 
realized income of the people have never before been 
available in any period of depression. They are the 
result of an elaborate study of the national income by 
the National Bureau of Economic Research. The re- 
searches of the Bureau on this subject ran over a period 
of ten years and were published in 1930. It is a fair 
estimate that the realized money income of the people 
of this country from all sources is not more than 20 
per cent below that of 1929. 


Pools Before a Fall 


But while the money income of the people declines 
in times of depression, other adjustments are taking 
place. The slackening of demand which ushers in 
business recession brings about first of all a fall in the 
prices of raw materials. In fact, the present decline of 
business began largely with a buyers’ strike in just 
these commodities. For some years previous to the 
boom of 1929, there had been great activity in the or- 
ganization and maintenance of price pools. There 
were pools in copper, rubber, coffee, sugar, silk, wool, 
tin, wheat, and cotton. Besides these there were 
minor ones. 

The prices which these organizations tried to main- 
tain were stimulating production beyond the volume 


which demand would absorb at such high levels. 
Presently buyers here and abroad grew distrustful 
and suspended their purchases or postponed them. 
They expected a fall later, and they were right. 

The raw-material group of commodities has fallen 
35 per cent in price during the past two years. If 
those items be singled out in which stabilization pools 
were operating, the decline is over 50 per cent. The 
fall in raw materials is completed. Most of them are 
down to a point where the majority of their producers 
can realize no profits. This always happens to basic 
materials in times of depression, and when they get 
down to this level the first stage of the readjustment 
is completed. In 1920 the raw-materials group in the 
Bureau of Labor Statistics index number fell from 166 
to 81. It reached that point in the summer of 1921. 
From that time on business revived. 

This downward trend of prices is accompanied by a 
similar one in finished manufactured products at 
wholesale. These fall more slowly than the first 
group. Ten years ago they continued their decline 
for six months after raw materials had turned up and 
were advancing slowly. We are approaching the end 
of this downward readjustment for manufactured 
products. They have already fallen 25 per cent. 


We've Turned the Corner Now 


Finally, the prices of goods at retail decline. These 
usually reach their bottom still later. We have been 
in the process of readjusting these prices downward 
radically during the past six months and so lowering 
the cost of living. This has now been so far accom- 
plished that the money income of the people, even 
though it is reduced, will buy more product than it did 
during the early stages of the depression, when people 
had already found their income curtailed by unem- 
ployment while the cost of living had not fallen. In 
these earlier months of a depression this disparity 
between incomes and prices leads to a sharp curtail- 
ment in purchases. It is accentuated by the fear of 
unemployment and by the general uncertainty which 
pervades the community. Even those whose incomes 
have not been reduced buy less and save more at such 
times. 

Today, retail prices have fallen fully 25 per cent. 
With money income down less than that, and with the 
accumulation of wants which has been going on during 
the past year, retail buying has picked up. It will 
continue to improve in volume. Even though the 
customer spends fewer dollars than before, the physi- 
cal volume of goods moved has increased because of 
the reduced price. When this is going on production 
must be increased to supply the demand. This 
ushers in the first stage of the business revival. 

We entered upon that stage some months ago. 
With reduced retail prices and depleted inventories, 
production of consumer’s goods will mount gradually 
throughout the remaining months of 1931. Producer’s 
goods such as steel may lag and so may carry some of 
the indexes which are heavily weighted with the lat- 
ter to new low levels. But these will gradually follow 
the others in their revival. By December of this year 
the volume of industrial output should be from 20 to 
25 per cent larger than it was in December, 1930. 
According to the Federal Reserve (Continued on Page 74) 














We've More Than Paid the Price 








By JOSEPH STAGG LAWRENCE 








The law of averages has worked overtime these past two years and 
has sent the curve of recent business lower than the 1929 peak would 
justify. For this reason alone, the author argues, the same law of aver- 
ages now points toward an upswing. 


much time in clinics and been so thoroughly 

diagnosed, dissected, dismembered, analyzed, 
and X-rayed as the Depression of 1930-1931. Yet 
with all the distinguished practitioners who have ob- 
served the subject with expert eyes, the composite 
judgment that emerges has had no equal for confusion 
since Biblical Babel. 

The cause of our difficulties has been, is, and always 
will remain a matter of dispute. The keenest minds 
in business and economics have examined past de- 
pressions, and wherever complete candor is present 
the verdict amounts to a confession of impotence. 
Fully aware of this record, the writer approaches the 
task of heralding the return of business with the ut- 
most humility. ; 

The starting point of our economic woes has, by 
general consent, been established during October and 
November, 1929. In retrospect it seems quite clear 
now that we were headed for a fall during 1929. One 
can speak with eloquence and conviction about the 
“logic of events” that preceded the harrowing days 
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in the autumn of 1929. The country is not lacking in 
prophets who today allege that the handwriting on the 
wall throughout 1929 was very clear. However that 
may be for the gifted few who now claim these clair- 
voyant honors, it must be confessed that the eyes of 
the rank and file were covered with scales. The 
many victims of the collapse in security values are 
unable to this day to see where reason abdicated and 

crossed the border line into the dizzy land of folly. 
The undoubted fact remains that the collapse of 
stock values seemed to usher in the dismal years that 
have followed. All the stigmata of depression have 
developed since the stock crisis and very few before. 
The articulate and formidable army of the unemployed 
has been recruited largely since the fall of 1929. Com- 
modity prices likewise marked their decline from the 
same point. Foreign trade developed a sinking feel- 
ing about that time. The railroads displayed increas- 
ing symptoms of embarrassment, and international 
complications have ripened during the past two years. 
The appalling toll of bank and business failures as well 
as the distress of agriculture have all been aggravated 
during the months that have 
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of utter collapse in activities that relate to the fu- 
ture. All of these are comprehended in the single 
field known as construction. Lumber, quarrying, ce- 
ment, household fittings, glass, radiators, furnaces, 
and the legion of synthetic building materials have 
all registered a drop far in excess of the average. It 
may also be noted in this connection that building 
showed definite signs of weakness in the latter part of 
1928 and the first part of 1929. During the two years 
1927-1928 the total value of construction work in 
this country, not counting repairs, exceeded ten bil- 
lion dollars each year. 


Marx, Father of the Conservatives 


The decline in goods which are immediately con- 
sumed, as contrasted to such things as homes, high- 
ways, and plants which endure for many years, has 
not been so marked. The American people as a whole 
seem to be eating just as much meat, milk, bread, and 
butter as they did in the years of prosperity. The 
decline does not exceed five per cent. If we measure 
the volume of sales of our chain stores and our depart- 
ment stores and make proper allowance for the change 
in prices, we find that consumption has been well sus- 
tained even in 1931, the darkest year of depression. 

In developing the prospect of improvement and 
trying to read the portents of the business heavens, it 
is necessary first of all to examine the prevailing gen- 
eral theories of this depression. The explanations of 
our difficulties center around three theories. The 
first of these may be called the maladjustment of 
consumer purchasing power. It is a theory which 
was first expounded by Karl Marx and at the present 
time has been adopted and circulated with minor 
frills by highly conservative thinkers who are not in 
every instance aware of the pedigree of their intel- 
lectual child. The theory may be briefly described 
as follows: 

A community produces, let us say, a given number 
of shoes. One individual known as the capitalist 
owns the plant in which the shoes are made. The 
workers in the plant receive a wage and the owner a 
profit. The workers who turn out the shoes are also 
supposed to buy them, and they do so with the pur- 
chasing power provided by their wages. If the em- 
ployer retains an inequitable portion of the proceeds, 
the workers will obviously not have enough purchas- 
ing power to consume the output of the plant. Con- 
sequently, there tends to be an accumulation of shoes 
in the community. The employer, being a planless 
producer, invests a part of his earnings in additions to 
his plant and produces still more shoes without mak- 
ing any inquiry about the capacity of the public to 
buy the increased output or making any provision to 
enable them to absorb it. Consequently, the glut of 
shoes grows. Finally there are so many shoes that 
business comes to a standstill, the plant must close, 
men become idle, and the shoes are sacrificed at any 
price to move them. After this congestion has been 
cleared out by the violent purgative of crisis and de- 
pression, the community starts again from a tabula 
rasa for another round of maladjusted income distri- 
bution. This theory has been popularized in this 
country by Foster and Catchings and is the basis of 
the present campaign to maintain wage levels. 
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This index is based upon the prices of twelve 
industrial stocks going back as far as 1873. The 
resistance level is the average of the lowest points 
reached in the course of eight major depressions. 


The second current theory which explains our 
difficulties is one which seems to be related to the first 
but actually has no connection whatsoever with it. 
It likewise deals with purchasing power. In this case, 
however, it is general purchasing power and not the 
ability of any particular class to consume the products 
of industry. This school maintains that credit and 
currency are the media with which all purchases are 
made. If prices drop and consumption declines, it 
can only be because the sum total of currency and 
credit is inadequate. Why should this aggregate of 
purchasing power fail to provide adequate means of 
exchange? That raises the further question, What 
determines the supply of credit and currency? The 
answer is, gold. In all gold-standard countries the 
yellow metal is the limiting factor which determines 
the superstructure of credit and currency. Hence it 
follows that a decline in prices must necessarily be the 
consequence of inadequate gold supplies. This school 
contains among its protagonists the most distinguished 
lights in the economic firmament. We find there such 
names as Cassell, Fisher, Keynes, Strakosch, d’Aber- 
non, and Josiah Stamp. 


When the Frog Would Be the Ox—! 


The third theory of the sour state of business—a 
theory which has attracted a formidable followmg— 
holds our difficulties to be the consequence of disturbed 
equilibrium among the factors of production, distri- 
bution, income, and consumption. It is a theory in 
economics which has its counterpart in the Newtonian 
theory of equal and opposite reaction in physics. 
Certain values, for example, in the stock market have 
overreached themselves. A time comes when the 
process of inflation can no longer sustain itself. A 
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Commercial paper rates have great forecasting 
significance: rising rates accompanying or pre- 
ceding rising business and falling rates attending 
or auguring a decline in business. As may be seen 
from the chart, they have been well under the 
previous low mark established in October, 1894, 
when the panic of 93 was fresh in men’s minds, 


reaction takes place equal to the deviation above 
normal before the turn. The theory has complicated 
and infinite manifestations. 

The construction industry is possibly the best illus- 
tration. The need for new homes and buildings of all 
kinds after the war raised this industry to an extraor- 
dinary level of prosperity and opulence. Construc- 
tion costs soared to a plateau more than 100 per cent 
above the prewar level and remained there even to the 
end of 1929. By that time, of course, the most urgent 
needs had been satisfied at great cost and the remain- 
ing potential demand preferred to await more favor- 
able cost levels. The construction industry, in other 
words, was out of line with the scale of values prevail- 
ing in other industries. 

At the present time:a process of bitter readjustment 
is taking place. The efficiency of the average worker 
on an engineering project has increased 19 per cent 
during the last two years. Construction costs on the 
whole have dropped approximately 25 per cent. This 
is the kind of readjustment which the equilibrists ex- 
pect in a period like the present. Among the leaders 
of this school of thought may be mentioned O.M.W. 
Sprague and Benjamin Anderson. 

Clearly discernible corrective processes have 
operated in so many different directions that it is 
possible to take any one or all three formidably but- 
tressed hypotheses and offer reasonable evidence in 
support of imminent revival. 

Consider the first premise of Marxian origin, which 
holds that depressions are born of an inequitable dis- 
tribution of community income where the owner of 
the instrument of production receives more than he 
can consume and the worker not enough. According 
to the National Bureau of Economic Research, the 
working and salaried classes received about 56 per 
cent of the national income, and capital and manage- 
ment 44 per cent. During the past two years the 
total of gainfully employed workers decreased from 


46,000,000 to 42,000,000. With a normal unem- 
ployed total of 2,000,000, this gives us the current 
estimate 6,000,000 workers without a job. It means 
that 91 workers now have a job as compared to 100 in 
a normal year. 

Let us assume that these 91 nave taken a cut of 20 
per cent in pay. That reduces the income of the 
working and salaried class to 72.8 per cent of normal. 
Consider now the income of capital and management. 
We have at hand the returns of 172 corporations 
reporting earnings for the first half of 1931. They 
show a decline of 51 per cent from the level of 1929. 
Assuming that these two changes are typical of the 
altered fortunes of the two classes, labor is now receiv- 
ing 64.5 per cent of the national income and capital 
only 35.5. per cent. 

The meager volume of new capital flotations shows 
that very little of this income is going into capital 
structures or productive equipment. A much larger 
proportion of the total is devoted to current living 
expenses, and that—according to this group of think- 
ers—is precisely the condition necessary for recovery. 

The theory that holds the general purchasing power 
of the community to be a function of the gold supply 
is the most academic and doctrinaire of our three 
hypotheses. The theory here is not the philosophic 
essence of the facts. Rather, the dogma is first stated 
and the facts are reconciled to it. However that may 
be, low prices have acted as a stimulant to gold pro- 
duction, since the yellow metal is the one commodity 
whose price never changes in a gold-standard coun- 
try. The past two years have been boom years in the 
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Freight traffic includes raw and finished goods 
and thus measures, roughly, both production 
and distribution. Allowance was made in the 
computation of the ‘‘normal’’ for the absence 
of a positive growth in this series during the 
past six years—an absence which is largely due 
to the inroads of other forms of transportation. 


gold industry. The world’s supply at the end of 1931 
promises to be 35 per cent greater than in 1922. Fur- 
thermore, gold has been concentrating in the vaults of 
central banks and governments where it is most effec- 
tive. This highly efficient portion of our gold supply 
has been increasing at the rate 4.8 per cent ever since 
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1920—a rate of growth much more rapid than that of 
business. 

We may conclude that if inadequate gold supplies 
are the cause of world distress then remedial measures 
on a substantial scale are already under way. 

Consider finally the postulate of disturbed equilib- 
rium. The experience of the construction industry 
has already been cited. The greatest readjustment is 
that which has taken place in capital values. The 
debacle in the stock market and the long decline in 
the interim has simply been an effort on the part of 
capital, responding to the automatic forces of eco- 
nomics, to reconcile itself to the other cardinal factors 
in the business picture. The same process has been 
taking place less spectacularly but just as relentlessly 
in real-estate values. Thus we find on the entire 
economic front that raw materials, labor, and capital 
have been moving into a new alignment for the next 
march to a higher level of well-being. 

These approaches to the problem of revival have 
been rational and qualitative rather than quantitative. 
They are noninspirational and are based upon careful 
general observation. 

With the aid of statistics another avenue opens. This 
leads us into the field of mathematical probability. 
The principle can be illustrated with a coin. If it be 
tossed up a sufficient number of times and the falls 
recorded, it will be noted that half are heads and the 
other half tails. Every time the coin goes into the 
air a law of averages gives it an equal chance to fall 
with heads up or down. Now if it has turned heads 
up three times in succession the chance that it will fall 
reverse side up is materially increased. 

Let us apply this method to the problem at hand 
that is, the likelihood that the bottom has been 
reached and that the corner is near. 

Seven statistical series have been selected for which 
monthly data back to the early ’70’s are available; 
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Economists have described the years since the 
industrial revolution started as the ‘‘Age of Steel.” 
Skyscrapers, railroads, robots that fashion a 
thousand products with tireless fingers of steel— 
all depend upon pig iron as the primary raw 
material. Its production is therefore an excellent 
Measure of people’s confidence in the future. 


namely, industrial stock prices, commercial paper 
rates, railroad freight traffic, pig-iron production, 
bank debits outside New York City, commodity 
prices, and foreign trade. With one exception they all 
register eight low points during the half century which 
they span. The average for these eight troughs is 
taken for each series and called the resistance level. 
A line below that is established in each case by the 
lowest point reached at any time during the period. 
It is significant of the severity and advanced stage of 
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Whenever a check is deposited at a bank it is 
charged—'‘‘debited’’—against the individual who 
drew it. Since more than 90 per cent of our 
transactions are settled by check, the aggregate of 
bank debits indicates the pace and volume of 
business. New York City is here eliminated as 
being unduly freighted with speculation interest. 


this depression that five of the seven series have punc- 
tured the all-time low and all have fractured the 
resistance level. 

If statistical probability has any meaning whatso- 
ever, then the turn in business must now be at hand— 
unless we have reached a “new era” in which all trends 
will be indefinitely downward. 

There is a third and final approach to our problem. 
Our inveterate general planners for the most part 
start out with a belief in the reality and unity of the 
great abstraction “general business.” 

General business is merely a mental standard and 
has no more existence than the “average man.” The 
country has 122,000,000 people and numbers millions 
of enterprises devoted to the age-old task of making a 
living. General prosperity is without meaning unless 
it be the prosperity of these individuals and groups. 
The welfare of the whole is in fact the sum of the well- 
being of the component elements. Progress therefore 
will be achieved and measured by the forward move- 
ment of the individual particles. 

In a commonwealth so complex and farflung it is 
never possible to have every group prosperous or de- 
pressed at the same time. At present the leather and 
gold industries are flourishing, to mention but two 
examples. A wag has suggested red ink. In the hey- 
day of 1928-1929 the bond business was on the rocks 
and savings banks were confronted with declining de- 
posits for the first time in history. It follows there- 
fore that revival in a few key industries will alter the 
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entire complexion of the business picture. It will rep- 
resent an improvement. No formula can ever be 
devised to eliminate all our aches and pains. Progress 
must be made along particular lines and constructive 
remedies applied to specific situations. 

As we scan the roster of the country’s ailing indus- 
tries whose concurrent illness gives us that feeling of 
depression, what are the prospects of early recovery? 

Our millions of idle are probably the most striking 
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Foreign trade is a very sensitive barometer of 
business, tending to exaggerate the recurring oscil- 
lations of the trade current. The unusual circum- 
stances attending the boom of 1928-1929 checked 
a commensurate response of foreign trade. As 
business approaches the trough of depression, 
we find foreign trade again running true to form. 


feature of the depression. The publicity emphasis 
has been maladroit. Six million people out of work 
presents a mental picture of serious distress. Never- 
theless its gravity should be judged relatively. How 
many people have jobs as compared to those who are 
without work? Counting a normal unemployed total 
of two millions, we nevertheless have from 83 to 85.8 
workers employed out of every 100 able to work. Why 
not feature the 42,000,000 men and women with jobs 
instead of the six or eight million without jobs? The 
statistics of food consumption fail to reveal any wide- 
spread distress. With multiple breadwinners in the 
modern family and more than a million and a half of 
our jobless returning to their ancestral farms, this 
situation is adjusting itself. The most serious aspect 
of unemployment is its exaggeration, to which politi- 
cians resort for obvious reasons. 

The second ugly seam in the countenance of busi- 
ness is the decline in commodity prices. There is 
reason to believe that this has run its course and that 
a moderate reaction is under way. Certain spec- 
tacular items such as wheat, cotton, copper, and rub- 
ber have just dropped to new levels. It must be ap- 
parent that 25-cent wheat, 7-cent copper, 6-cent cot- 
ton, and 5-cent rubber cannot go much lower. On the 
other hand we have definite improvement in leather, 
sugar, and coffee, with other commodities holding 
their own. With ample gold reserves, a generously 
disposed central bank, and weakenimg recalcitrance 


on the part of the consumer, there is here a reason- 
able prospect for early improvement. 

The recent decline in cotton and wheat has again 
revived the lurid emphasis upon agricultural distress, 
The farmers are beating their heads against an in- 
exorable stone wall of economic reality. Why they 
should raise more wheat and cotton in a world already 
surfeited with these products defies understanding. 
There are mitigating circumstances. The situation 
has become so serious as to preclude further govern- 
mental coddling. The retributive forces of the mar- 
ket place may bring those necessary restraints which 
the maternal admonitions of the government have 
failed to secure. Furthermore, more than 60 per cent 
of our farms are free of mortgage debt and able to 
withstand temporary losses. 

However unsatisfactory on the positive side the in- 
ternational situation may be, the President’s move 
has prevented it from getting worse. These difficul- 
ties, although of direct concern to us, are not a matter 
of life and death. The failure of an immediate solu- 
tion need not impede American recovery. 

The railroad situation has reached a pass where the 
Interstate Commerce Commission is about to grant 
some measures of relief. The automobile and steel 
industries are both free of stock accumulations and are 
in an excellent position to move forward with the tide. 
There is no wreckage to clear away. Automobile 
sales this year have been at an annual rate of 2,500,000 
units. This is 500,000 units less than the number 
destined for the scrap heap. Furthermore, 1931 is 
the first year in the history of the industry in which a 
decline in output has followed'a previous decline. The 
sequence has always been two successive years cf 
growth followed by one year of recession. The year 
1931 marks the first instance of a second successive 
decline. This great industry is therefore in an ex- 
cellent technical position to move forward. 

Theory, statistical probability, and actual analysis 
of the particular facts of business all unite in indicat- 
ing that the depression has run its course. The forces 
of recovery are now at the task of reconstruction. 
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Our eight major depressions since the Civil War 
have all been marked by price declines. Only 
five of the eight were accompanied by comparable 
drops in commodity prices; the average of these 
five has been used to compute our resistance level. 
The greatest drop of all, occurring after the World 
War, reached its lowest level in January, 1922. 
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“All Those in Favor—"’ 








Nature’s Remedy 


Tue wheat situation is beginning to 
clear up. Growers have reached a state 
of mind where they will not sell their 
crop at half the cost of production or 
less, no matter what happens to the 
market later on. And the present 
ruinously low price is doing more than 
all the speeches and publicity of a year 
ago toward acreage reduction. 

Present indications are that the acreage 
in the big wheat belt will be cut a third 


at least. 
Capper’s Weekly 


I AM not wise enough to chart the 
cycles of industrial depression and 
unemployment. 
Governor ALBERT C. RITCHIE of Maryland 
ee 
Even as Now 


In June, 1921, when business was at a 
low ebb, the Wall Street Journal gave 
the following ten answers to the ques- 
tion: What Ails Wall Street? ‘‘1, mali- 
cious rumors; 2, poor business; 3, for- 
eign political unsettlement; 4, drop in 
commodity prices; 5, decline in foreign 
trade; 6, adverse exchange situation; 
7, labor’s disregard of lower living costs; 
8, passing or cutting of dividends; 
9, failure to adjust the railroad situa- 
tion; 10, frozen loans.” 


| igwngeiadel has worked out the prob- 
lem of protecting its labor against ac- 
cident and injury. It should likewise 
work out the problem of protecting its 
labor against involuntary unemploy- 
ment. If industry will not fulfill this so- 
cial obligation, then I predict that Gov- 
ernment is going to step in and take 
the remedy in its own hands. 
Governor ALBERT C. RITCHIE of Maryland 
e 
ee 


Hear, Hear! 


AsserTING that coeducation, liquor, and 
automebiles are the three prime evils of 
the American educational system, Dr. 
Clarence Cook Little, former president 
of the University of Michigan, said: 
“Until you show them [students] some- 


thing of the charm and mystery and 
wonder of life, you cannot expect them 
to pay less attention to the emotional 
transition which is giving them glimpses 
of certain of the qualities and instincts 
which are bound to develop.” 


HIS nation has come to a pretty 


pass if a man cannot say what 
needs to be said in the public interest 
without being charged with a political 


intention. 
Governor Pincuot of Pennsylvania 


“Food” for Thought 


I wisH that the people of my city, with 
its great army of unemployed, with the 
depression that hangs heavily over our 
people, might see the German on the 
streets of Berlin, with a cheery smile on 


his face, his head up, looking on. 
Mayor WALKER of New York 


. 
ee 
| i comes as a big surprise to me, boys. 


. Former Judge W. Bernard Vause 
On learning that he must serve a six-year jail sentence. 


Killed in Committee 


A CAMPAIGN to obtain the wholehearted 
backing of the community may be neces- 
sary in some instances because of the 
taxation that would be involved; but if 
only necessary public improvements 
are undertaken the public should agree 


to the expense. 
American Legion News 


S° I say that it seems to me that 
in this new American philosophy, 
work is going to cease to be merely a 
duty and is going to be regarded as a 
privilege and a right, a right in which 
every man has a right to share, a right 
which cannot be monopolized by a few, 
no matter what their ambitions or their 
strength may be. It means 
that we are going to have in the future a 
shorter working week, a shorter working 
month, and fewer hours of work and a 
better distribution of the work that is to 
be done. 


Bruce BarTon 


Nol 


Ir 1s clear as the noonday sun that the 
capital of the civilized nations, their 
skill and ingenuity, are being used in 
helping to create a Frankenstein [Russia] 
which, if it continues to develop and 
grow, will eventually crush the existing 


governments of the world. 
MattHew Wott, 
Acting President, National Civic Federation 
And just in passing: Mr. Woll, in alluding to 
Frankenstein, has confused the monster’s creator 
with the monster itself. 


S IT merely a coincidence that there 
have been more revolutions in the 
Latin American republic since Secretary 
Stimson adopted the policy of extending 
prompt recognition to revolutionary 
governments than there were in any 
other period of their history? 


Norman H. Davis, 
Former undersecretary of state 


O Frenchman can live long on 
British cooking. 


SECRETARY OF STATE STIMSON 


That's Fine 


FeLLow REALTORS: 

Ordinarily the first day of the new 
year is the most popular time for making 
good resolutions. However, we are not 
restricted to that day, and there never 
has been nor will there be a guaranty 
that a resolution made at that time will 
mean any more in result than a reso- 
lution made at any other time of the 
year. It’s up to the backbone of the 


resolution maker! 
C. WitiiaM SprEss, 
President, Philadelphia Real Estate Board 


Sons court is well aware that report- 
ers in the city of New York com- 
monly lead an erratic and Bohemian 
existence, and what might be libelous 
when said of a merchant or professional 
man, will not be held to be libelous when 
said of one leading such an existence. 


- Kettocc, Emery & Inness-Brown 
e 
ee 
Nol 


Business today is on trial. 
Grover A, WHALEN 











**Good citizens are the riches of a city.” 
designed by Stanford White. 
minded citizens who mill around it weekdays, would not look out of place in Portland, Maine. 


So says the inscription on Skidmore Fountain, 
This square in Portland, Oregon, like most of the conservative- 


Portland. Oregon 


(Meshes prudence on the (Most (as 


By FREEMAN TILDEN 


Photographs by Albert Jourdan 


BOUT the year 1845 A. L. Lovejoy of Groton, 
Massachusetts, was a lawyer looking for more 
briefs; and F. W. Pettygrove of Calais, Maine, 

was a merchant looking for more customers. Lovejoy 
and Pettygrove! The names are full of succulence. 
Any firm of Lovejoy & Pettygrove ought to do well, 
whether in ironware, ship-chandlery, or small gro- 
ceries. There is a stout ring of good metal in the 
names, indicating solvency, shrewdness, and a total 
lack of bad debts. 

These men founded the city of Portland, Oregon— 
a large and fruitful partnership. And down to this 
very day the hands and seals of the two Yankee foun- 
ders are still potent. Nowhere outside New England is 
there such a New England city. Portland, Oregon, is 
on the Willamette River. It might be on the Penob- 
scot or the Merrimack, so far as the prudent and placid 
temper of the people is concerned. When Bangor 


gets emotional Portland, Oregon, will. When New- 
buryport, indulges in a “boom” you may expect one 
on the Willamette. When Boston defaults, the Ore- 
gon city may become shaky. But not before. 

The day I arrived in Portland the rain was falling 
in torrents, and had been doing the same for a week 
or more. Usually, in this Columbia basin, the rainfall 
comes in the form of a drizzle, spread over several 
months, much as it comes in the south of England or 
in Normandy, and with the same results—a lush 
greenness in the fields, savoring of shepherds, flocks, 
and pastoral pursuits. 

But after a winter of abnormal warmth and sun- 
shine, Nature seemed disposed to dispense the year’s 
total all at once. The Clackamas River was a raging 
torrent. News came that Walla Walla was knee- 
deep in water. Union Pacific trains were held up by 
washed-out track. Some hillside houses had_ slid 
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PORTLAND, OREGON 





Above—The view from Vista Avenue, appro- 
priately named. Trolley cars pass this point, 
where passengers can glimpse Mount St. Helens, 
in Washington, on their way to the top of Council 
Crest, a thousand feet above the business district. 
At right—A rainy day attracts pedestrians to the 
Multnomah County Public Library, but Port- 
landers are seldom seen with raised umbrellas. 


into the valleys, and sections of the beautiful Columbia 
River Highway had disappeared downhill. Really, 
another three days of downpour would have meant 
enormous damage all along the exposed places. I 
naturally expected that there would be considerable 
excitement. 

But when I expected any semblance of hysteria, I 
was forgetting Lovejoy & Pettygrove, their heirs and 
assigns. This breed is the same kind as that which, 
in Vermont, was deluged in the autumn of 1927. 
They are brothers to the Yankee farmer who spent a 
precarious night in the second story of his inundated 
house and, on being saved next morning by a crew of 
men in a rowboat, remarked with a grin, ‘‘Go easy, 
boys, I’ve got a leak in my rubber boots!” I suggested 
to a Portland man that the flood was assuming alarm- 
ing proportions. His reply was, “Well, if it don’t 
stop raining pretty soon, somebody’ll get wet.” As 
nobody else had anything whatever to say on the 
subject of water, I concluded that I had met an un- 
usually mercurial gentleman. 

To know how Portland, Oregon, would act under 
the stress of any given circumstances, it is only neces- 
sary to imagine how Calvin Coolidge would act. 
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Now, this almost untouched inheritance from the 
Yankees who first built their log houses along the 
Willamette River is unique, so far as I know, in 
the story of American cities. There is a smack of it 
in New Orleans, in Mobile, in Charleston, and in San 
Francisco. But what, in Chicago, in Kansas City, in 
Detroit, in New York, savors of the nature of the men 
who founded those cities? There may be a surviving 
tincture, infused among the whole, but where should 
we look for an open display of it? In Portland you 
feel the influence, the bristling spirit of New England 
on every side. It peeps from every alley. From 
Skidmore’s Fountain to the Public Library, in the 
banks, in the shops, in the factories, in the homes, in 
the habits and manners and speech of the people—all 
is sound Yankee practice and flavor. 


Heads or Tails—Portland! 


This is a city where people go to bed early because 
they rise early, and they rise early because they go to 
bed early. Night life is all very interesting; but cities 
are built by people who retire not too long after it is 
too dark to tell a two-dollar bill from a five without 
the aid of a lucifer. ; 

Anyway, if you are making an appointment for 
luncheon with a Portland business man, you had better 
make it for twelve noon. He will have done a day’s 
work by that hour, just as his Yankee forefathers used 
to do, and will be hungry. I suggested one-thirty, on 
my first visit to Portland, and there followed a tense 
silence which told me that I had better reconsider. 

There is a true story of the way Portland, Oregon, 
got its name, in which you may partly see the explana- 
tion of the persistence of the New England spirit. 
Lovejoy and Pettygrove, having taken up the claim 
of the land upon which the city now stands, were dis- 
cussing what they should name the baby metropolis. 
As Lovejoy had come from Massachusetts, he was for 
calling the place Boston. But Pettygrove was a 
Maine man. He stood out for Portland. They de- 
cided to leave it to the toss of a penny—heads or tails. 
They tossed, and Pettygrove won. 

With a magnanimity that would have astounded his 
home town of Calais, Mr. Pettygrove announced that 
he would make it two tosses out of three. His large- 
ness of spirit was rewarded, as Maine magnanimity 
expects to be, immediately. He won two tosses; the 
plot of land was called Portland, and has been Port- 
land ever since. 

The name Portland has not in every respect been 
the happiest choice, though unquestionably it was 
better than Boston. It is rightfully irritating to an 
Oregon man, when visiting in the East, to hear: 
“Oh, you are from Portland? Oh, certainly I know 
where Portland is. It is down near Augusta. I think 
Longfellow was born there.” 

There is a younger, restless group of citizens in this 
city who would like to change the name to something 
else less likely to be confused. I heard the suggestion 
that the ideal name would be Oregon City, but this 
meets a special difficulty. There is already an Oregon 
City, a proud little town farther up the Willamette 
River, which has the distinction of being the very 
first center of jurisdiction of the federal government 
on the Pacific Coast, at that time in our history when 


there was some doubt whether the territory was 
American or British. Indeed, the first survey of the 
city of San Francisco was deposited in the land office 
in Oregon City and may be seen in that town today, 
Besides, although cities have changed their names, 
old names die hard. I suspect Portland will be Port- 
land for some years to come. 

The earliest settlers of Portland were not invariably 
from New England. There was a sprinkling of pion- 
eering hearts from all parts of the country. Yet the 
records abound with names of Vermont, Maine, 
Massachusetts, and York state men who, in that 
migrating period, scented fortunes and excitement on 
the Pacific side. Many of them were shipmasters— 
men who owned their own hulls and traded in cargoes 
of their own undertaking. 

There was John H. Couch of Newburyport, who 
brought a shipload of goods around the Horn to trade 
in Oregon for salmon to carry to the Sandwich Islands, 
there to be exchanged for oil to go back to New Eng- 
land. On his first trip Master Couch was undersold 
by the Hudson’s Bay Company and left rather sadly 
out of pocket. But he sold his ship, went home and 
built a new bark, took another cargo of goods to 
Oregon, and sold them on credit, thus teaching the 
Oregonians the gentle art of “buying out of income.” 

There were Capt. Nathaniel Crosby of Cape Cod; 
Captain Goodwin of Newburyport; W. S. Ladd of 
Vermont, James Terwilliger of New York state, and a 
swarm of other bustling traders, nearly all of whom 
took up land claims and promoted real-estate develop- 
ments somewhat in the modern fashion. Many of 
these names are well known in Portland today. 

Later, when navigation on the Columbia and the 
Willamette began, skilled pilots and boat owners from 
the Ohio and Mississippi rivers began to appear on 
the scene. Perhaps Samuel Clemens, better known 
as Mark Twain, may have seriously considered the 
Oregon life at this period, for the man for whom the 
humorist worked as pilot on the Mississippi trans- 
ferred his energies to the Columbia and became an 
influential figure in the new country. Mr. J. C. Ains- 
worth, president of the United States National Bank 
of Portland, has a watch that was carried by Mark 
Twain during his river experience and was given to 
Ainsworth’s father when the author-pilot quit his 
wheel for the last time. 


But Yankees Aren’t Miners 


They were stalwart men, keen as Toledo blades, 
restless, eager, and acquisitive. When the gold strike 
at Sutter’s Mill in California became known, all male 
Portland rushed to the diggings. At one time there 
were only three men left in the city. 

But the Yankee twist of logic has no permanent 
interest in mining. It aims to discover how the min- 
ers can be mined. So we find in 1849 that the Port- 
land men, who had naturally planted apple trees as 
soon as they arrived—a Maine or Massachusetts 
Yankee cannot live without a red apple to “chaw’’— 
were selling this fruit in San Francisco at five dollars 
per apple to the men who came down from the hills 
with yellow dust and a hankering for a change from 
salt pork and beans. In 1853 two hundred pounds of 
apples from Portland sold in San Francisco for five 
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At left—The Admiral Far- 
ragut clipping upriver to 
her berth at Terminal 
Number Two, 108 miles 
from the Pacific. Below— 
‘‘Green gold” from Ore- 
gon’s forests, destined for 
China and Japan. The 
Pacific Northwest is wed- 
ded to the lumber trade, 
and Portland is its most 
convenient shipping center. 
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Above—One of the grain 
elevators that line the 
Willamette. Overhead 
conveyors carry wheat to 
the ships’ holds half a 
mile away. Ordinarily, 
because of its unriv- 
aled water-level facili- 
ties, Portland is our 
chief wheat-export city. 
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At left—Looking south 
on Sixth Street, past the 
Corinthian facade of the 
United States National 
Bank. If you invite a 
Portland business man 
to luncheon, the hour to 
set is noon—by then, 
having put in a hard half- 
day, he will want to eat. 
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hundred dollars. Cargoes of lumber began to go down 
the coast to the Golden Gate too. The breezy, devil- 
may-care San Franciscans poked fun at the sober, 
frugal New Englanders to the north of them; called 
them “web-footers,” from the moistness of the Port- 
land climate; taxed them smartly for goods that had 
to be brought from San Francisco, since at that time 
the Golden Gate was the port toward which every sail 
was set. But the Portlanders retaliated by starting 
direct lines of vessels to the Atlantic Coast, and began 
a shipping business which has made Portland one of 
the great ports of the country. 


Sick Wheat, Sicker Lumber 


Portland is 108 miles from the Pacific sea, ten miles 
up the Willamette from the Columbia, the only fresh- 
water harbor on the Pacific Coast. A peculiar feature 
of the harbor is that ships calling there lose their barn- 
acles without the necessity of going into dry dock, as 
these interesting marine pests give up the ghost at the 
touch of unsalted water. As the entrance to the 
Columbia is a mile and a half wide, and the channel 
to the sea from Portland not less than thirty feet deep, 
there are few ships that cannot touch at this port if 
they find need. The harbor has a frontage of twenty- 
nine miles, with six and a half miles of docks, including 
four modern municipal terminals; and four trans- 
continental railroads tie the port to the back country. 

In ordinary times (which these are not) Portland is 
the chief wheat-export city of the country. Accessible 
to the vast areas of cereal-producing land in central 
and eastern Oregon and Washington by the only 
water-level route which exists through the Cascade- 
Sierra mountain chain, Portland’s preéminence in 
grain shipping by sea is assured; but with Australia 
able to lay down cheap wheat in the Orient in a com- 
pletely demoralized export market the immediate 
future is uncertain, and the Northwest grower of this 
staple may well wonder where he is left by a stabiliza- 
tion policy which raises the domestic price, only to 
choke the overseas outlet. 

The rest of the economic situation of the moment 
may as well be frankly told. The whole Pacific 
Northwest littoral is wedded to the lumber trade, 
willy-nilly. Portland is particularly sensitive to 
fluctuations in this trade. In the very earliest days 
the city was the principal exporter of forest products, 
and it has always remained so. Of the 850 billion feet 
of timber left in California, Oregon, and Washington, 
675 billion feet are nearer to Portland than to any 
other port or manufacturing center. The dependence 
of this city upon the fortunes of the lumber industry, 
therefore, is apparent; and the sorry truth is that 
lumber business is sick. 

These adverse circumstances of the present period 
serve to bring the prudent and conservative spirit of 
the Pacific Yankees into pleasant relief. There are 
times when the advantages of not having been too 
aggressive and sky-sweeping shine forth with special 
clearness. This is one such time. Never having 
flown very near the sun, Portland’s subsidence, in the 
general deflation, has been gentler than that of most 
other cities. Never having had a “boom” of pro- 
Portions, there has been no ensuing local slump. 
Something of the wariness of its shipmaster-founders 


has cautioned these people not to crowd on too much 
sail in strange waters, and there is an instinctive will- 
ingness to scud under bare poles, if need be. 

Besides, there is an old-fashioned New England 
penchant toward having more than one basket for 
one’s eggs. The last-line trenches of any community, 
in times of stress, are dug into agriculture, and chiefly 
into animal husbandry. Just as the dairyman is in- 
variably the most solvent and self-reliant of all farm- 
ers, so Oregon’s determination to have an anchor to 
windward is based upon her possession and use of an 
almost ideal climatic condition for livestock. It has 
been a life-raft—as those men who, twenty years ago, 
founded the Pacific International Livestock Exposi- 
tion in Portland foresaw that it might be. 

This yearly livestock show, taking place in a section 
of the country where the uninitiated would certainly 
not look for one, is a treasure of the city. It is second 
in size only to the Stockyards Show at Chicago, and 
its scope is much wider even than the latter. In 
Oregon it is called “the livestock University,” and 
with good reason. No university, of any kind, has 
ever done more within its concept for the young men 
and women who swarm to it for guidance and inspira- 
tion. In 1924, three months before the time for hold- 
ing the exposition, the entire plant was destroyed by 
fire. What this meant, only those who have been 
responsible for such undertakings can possibly realize. 
But there was a State-of-Maine Yankee in charge, and 
the men he represented were determined that the 
education must not halt. In fifty-nine and a half days 
the entire equipment was replaced, finer than ever. 

The New England character, transplanted or at 
home, is capable of rising to such an occasion as this, 
especially if it have the conviction that the sacrifice 
is going to be justified by practical rewards. The 
same New England character is capable of meanness 
and paltry makeshifts also; and there is a singular 
instance of it in Portland. Some time after the city 
began to grow, the town fathers laid out a, beautiful 
wide street, a sort of Avenue des Champs-Elysées on 
a small scale, that ran about east and west through 
the city. With a fine green lawn and charming shade 
trees in the middle, this avenue was good to look upon. 


Choose Your Own Altitude 


Nowadays the visitor to Portland finds that, at a 
certain spot, this avenue ceases to exist. It ends in 
a huddle of office buildings and other structures, and 
picks itself up farther on, down toward the river. 
The explanation? I was told that the city, upon some 
occasion, found itself out of funds, and the council 
coldly sold off part of their little boulevard to the 
highest bidder! 

Physically Portland is beautiful, because it was born 
that way. To the east and northeast are the snow- 
domes of Mount Hood, Mount Adams, and Mount 
St. Helens; while on the clearest days the twin tops of 
Rainier are visible. Being in a forest land, the ever- 
greens are everywhere. On the westerly side of the 
Willamette the land rises rather abruptly, and gives 
point to the reply of a Portland man who was asked 
what the elevation of his city was. ‘Well,” he re- 
plied, “‘at my office I am about 60 feet above sea level. 
At my home I am about 850 feet, and some of my 
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neighbors, behind me, live at nearly 1,100 feet.” The 
result of this configuration, on the West Side, is that 
Portland has developed a sort of hillside architecture, 
rather unlike anything elsewhere. With such a pro- 
fusion of trees as grow rapidly in this humid climate, 
the lover of shade hardly finds it necessary to do much 
landscaping. He can readily pick a spot where Na- 
ture has provided all except the house. 

I heard an interesting discussion as to whether the 
architecture of Portland homes “fits” the landscape; 
remembering that the distinctive feature of all this 
country is the fir tree with its conical shape. One man 
said that the architecture was all wrong; that there 
was only one kind of house that could possibly blend 
with this background. On being asked what that 
was, he replied, “‘the Indian wigwam.” 

There is some truth in this, perhaps. But our 
friend would be rather put to it, I fancy, to fit a 
bathroom and a tiled kitchen into this perfect kind of 
architecture he proposed. And as for a garage ! 





Roses and Wood Piles 


One is expected to say something of the roses of 
Portland, and of that yearly and showy occasion 
known as the Rose Festival. It is truly a colorful 
event, and one that draws visitors from all over the 
world. But I am, to say truth, though as great a 
lover of roses as any man, more impressed by the 
humane fact that the roses that bloom so easily and 
beautifully in this country—so much like England !— 
bloom in the dooryards of a thrifty people who live 
cleanly, peacefully, and well in houses that, in 45 per 
cent of all instances, they own. This is a record of 
home ownership second, I think, only to Philadelphia. 

Most of the Portland households burn wood for 
fuel; and very fine, sweet-odored wood it is, fresh from 
the virgin forests that hem the city. There is a 
thrifty and homespun appearance to the city when 
folks are “‘getting in their wood,” and the cord lengths 
of it are stacked up on the sidewalks outside the homes. 
In rural New England a fine wood pile is the measure 
of a man’s solidity: the bankers lend to such. 

Of all the features in a city nobly endowed with 
national beauty, I think I shall longest remember the 
singularly opposed views that one sees from the two 
shoulders of Council Heights, a saddle back that separ- 
ates Portland from the Tualitin Valley. Climbing by 
an adroit grade nearly to the summit of this crest, one 
stops to look out upon the green fields, the well-kept 
farmsteads, and the copses spread out far below. 

Hardly more than a hundred yards from this point 
the transition is startling. One now looks down upon 
a great, thriving city, factories and elevators, ships in 
the river, skyscrapers, and miles upon miles of homes, 
jostling elbow to elbow. On the one side the city; 
on the other the country. Choose which ye shall have! 
Meditate here, at this crossroad of life, whether you 
wish to live by the day or by the year. Here, all 
moves with the methodical pace of the plow. There, 
everything races—toward what? 

And at night the city is agleam, and noise rolls 
faintly upward from it; but on the other side there is 
only here and there a yellow eye blinking against a 
background that, not sable in this clear air, is rather 
a royal purple. It is a place to go for contemplation. 
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While Portland is not by any means a blue-stocking 
town, it seemed to me that there is here a special love 
of reading. The Portland library system has 145,007 
registered borrowers of books, in a county population 
of 338,241. This seems a rather large ratio. In 
Portland city books from the library circulated at 8.5 
per persona year. Cleveland, a notably liberal reader 
is just fractionally above this. There is surely a dis- 
tinct yearning for education in the whole state of 
Oregon. Forty-five per cent of those who enter 
high school are graduated. The largest book store 
on the Pacific Coast is in this city. 

One never quite knows how much or how little to 
say of the general intelligence of any city. It all de- 
pends upon one’s experience in that city, which must 
be decidedly limited. But it is proper to say that | 
received a pleasant impression of the intellectual side 
of Portland life when I attended a monthly meeting of 
a little book-reading group of active business and 
professional men, held at one of the city clubs. 

This sort of thing may be very stodgy and depress- 
ing, or it may be delightful. It all depends upon the 
spirit of the crowd. Here was a group of wholesome, 
wide-awake men who think it not unmanly to get 
together regularly but informally, and read and discuss 
some recent book or two. There were several lawyers, 
several doctors, a variety of businesses represented. 
Two of the members took their turn, reading without 
affectation from two recently published “‘serious”’ 
books, after a good meal of plain victuals and some 
honest beverage. 

The notion I gained from this affair was that, with- 
out trying to be “precious,” the gathering was esis 
to keep its wits alive and resilient. 

In Portland there is the clash—inevitable in a city so 
recruited—between the old and the new, between the 
conservative and the progressive. To an outsider it 
is amusing to see the two points of view collide, 
mostly with good nature, and recoil. There are those 
who say that Portland is “kept down” by old- 
fogyism; and the elder statesmen retort that they wish 
to know where they are going before they start. It is 
not so much youth against age: the desire for more 
and better funerals has been expressed, but it strikes 
wide of the mark. It is a struggle of temperaments. 


Pilgrim Fathers’ Heritage 


As the Orient meets the Occident in Budapest, so 
New England meets the Far West on this spot, so far 
from the Bunker Hill monument. I have written of 
Los Angeles that the people there never count the 
cost of growth, if they clearly discern a desired end. 
It is otherwise here. The first question is, ““Can we 
afford it?” The cautious spirit comes from the rocky 
hills back East. I suppose the moderns will have their 
way. But something is surely to be said for the 
ancients. They are westinghouses; but brakes have 
their uses. 

Frank Branch Riley, who knows his Portland, has 
called the city the Cinderella of the Pacific Coast— 
the most beautiful of the sisters but the most neg- 
lected. The notion is perhaps too sprightly to tamper 
with; yet I cannot resist adding my bit, which is this: 
that even without the glass slippers, there was a huge 
merit in just being Cinderella. 
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The Challenge To the Banks 








By J. M. DAIGER 











Once upon a time a gun unfortunately turned out to be loaded. 


That gun represents the precarious banking situation today. 


This 


article sketches the scene and lists the factions toying with a danger- 


ous Weapon—a group of powerful but not always united bank presi- 
dents, Senator Glass and committee, and the A. B. A. convention. 


of the American Bankers Association, representing 

most of the 20,000-odd banks in the country, 
to combine business with pleasure in the usual manner 
of a huge convention. At the meeting presently to 
be held in Atlantic City the depositing public and its 
representatives in Congress will be particularly alert 
listeners-in. 

What will the bankers have to say about the last 
year’s fifteen hundred bank suspensions? 

What position will they take on the banking reform 
measures under consideration at Washington? 

Last October, at Cleveland, the bankers were ad- 
dressed by President Hoover. ‘‘There is no one 
group,” he told them, “of which the public expects so 
much in assuring stability as the bankers.” But in 
the month after these words were uttered there began 
a series of bank failures unprecedented in number and 
magnitude. When Mr. Hoover came to his very 
practical discussion of domestic problems at Indian- 
apolis, therefore, he singled out banking and finance 
as “directions to which endeavor must be pointed” 
in correcting weaknesses revealed by the depression 
and in establishing “a greatly sobered and more 
efficient economic system.” 

“It is obvious,” the President asserted, “that our 
banking system must be organized to give greater 
protection to depositors against failures.” 

The Federal Reserve System, he said, had not been 
adequate to prevent a large diversion of capital and 
bank deposits from commercial and industrial business 
into wasteful speculation and stock promotion; also, 
it must be determined whether the security and com- 
modity exchanges were not being used to create 
illegitimate speculation and to intensify depressions. 
He was especially scornful of short-sellers who ‘make 
their contribution to distress by raids on our markets 
with purpose to profit from depreciation of securities 
and commodities.” They are “within the law,” he 
said, but “they are equally condemned by our public 
and business opinion.” 

Behind his challenge to the bankers the President 
had a considerable body of expert opinion: Senator 


|: THE AUTUMN of each year it is the custom 


Carter Glass of Virginia, chief author of the Federal 
Reserve Act and chairman of the Senate committee 
which for some months has been investigating the 
banking situation; Charles S. Hamlin and Adolph C. 
Miller, members of the Federal Reserve Board since 
it was created in 1914; John W. Pole, comptroller of 
the currency, ex officio member of the reserve board, 
and former chief national bank examiner of the 
United States; George L. Harrison, J. Herbert Case, 
and Owen D. Young, governor, chairman, and vice 
chairman respectively of the Federal Reserve Bank 
of New York. Senator Glass, Mr. Young, and Mr. 
Pole had each put forward a specific and extensive 
legislative program, differing one from another in 
details but on no points divergent in principle. All 
the public authorities mentioned were in general 
accord as to the reforms required. 

Mr. Hoover’s plain-spoken criticism was preceded 
also by a vigorous demand for stock-exchange reforms 
voiced at the Washington meeting of the International 
Chamber of Commerce by Melvin A. Traylor, presi- 
dent of the First National Bank of Chicago. Mr. 
Traylor called on the stock exchanges to get their 
“daily call-money rate” out of the way of the Federal 
Reserve System’s credit operations, to abolish the 
“plain crap-shooting”’ of their floor traders, and to do 
away with margin trading for “scrubwomen, day 
laborers, small home owners, wives, and youths.” 
A few days later he paid his respects to short selling, 
declaring that the cards are stacked in favor of the 
floor trader and against the owner of stocks, and citing 
the fact that the latter’s own stock is loaned by broker- 
age houses to the short-seller for the purpose of driv- 
ing down its price. 

“Does anyone outside of Wall Street believe such 
an arrangement is legitimate?” asked Mr. Traylor. 
“Not if he is in his right mind!” 

But while Mr. Traylor was telling the stock ex- 
changes to clean up, the very nasty banking mess in 
his home city of Chicago—he had told the Glass com- 
mittee about it, though necessarily in confidence, as 
early as February—was growing rapidly worse. What 
had been for months a steady withdrawal of deposits 
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from neighborhood banks became in June a stamped 
that extended even to some of the large banks in the 
Loop, and Mr. Traylor then became the dominant 
figure in the largest of this year’s numerous overnight 
bank mergers, taking over the big Foreman-State 
National, which ranked next to the First National in 
size among Chicago’s banks. In the few days while 
excitement was at its highest pitch some twenty-five 
smaller banks, most of them the kind that would have 
been neighborhood branches were branch banking 
permitted in Illinois, were compelled to close their 
doors. In the Chicago district as a whole there were 
two hundred bank failures during the first half of this 
year. 

Now it so happens that Mr. Traylor, Mr. Young, 
and Senator Glass are “among those mentioned,’ 
and strongly urged by their respective supporters, for 
the Democratic nomination for President next year. 
Mr. Hoover’s renomination by the Republicans is, of 
course, taken for granted. We have the definite 
prospect, therefore, that banking and financial reforms 
will be among the campaign pledges of both parties, as 
was the case twenty years ago, unless the new Congress 
adopts them at its forthcoming session. 

Prior to the convening of Congress, Senator Glass 
and his associates—Senators Norbeck of South Dako- 
ta, Townsend of Delaware, and Walcott of Connecti- 
cut, Republicans, and Senator Bratton of New 
Mexico, Democrat—will meet to draft a set of amend- 
ments to the existing banking statutes. Meanwhile 
the bankers will be meeting at Atlantic City, cognizant 
of the main features if not the final details of what 
the Glass committee’s bill probably will embrace; 
cognizant also that Senator Glass, who engineered the 
Federal Reserve Act against their almost solid op- 
position eighteen years ago, is still the most resourceful 
leader in Congress where banking legislation is con- 
cerned. 

Whether the bankers, as an organized body, will 
deem it wiser in the present circumstances to codp- 
erate, or to fight vigorously as in previous years, 
depends necessarily upon the kind of counsel that 
prevails at Atlantic City. 

At the San Francisco convention two years ago the 
prevailing counsel was none too wise, and scarcely 
more so last year at Cleveland. Even the five 
thousand bank failures of the preceding eight years 
could be viewed philosophically in 1929 as an ines- 
capable but insignificant by-product of the zeal of 
those who live and learn. Said George W. Davison, 
president of the Central Hanover Bank & Trust 


‘It took the disaster of 1907 to get us the Federal 
Reserve banking system; the disaster of 1928-29 
ought to get us somewhere in an improvement of 
the system.”—Carter Glass of Virginia, chair- 
man of the Senate’s bank-probe committee. (Top) 
‘Reforms in banking must come from within, and 
great changes cannot be brought about overnight.” 
—Rudolf S. Hecht, of New Orleans, chairman 
of the A. B. A. investigating committee. (Center) 
‘Ridiculous the number of banks that have been 
started in some communities where there was 
a very small population.”—Rome C. Stephenson, 
of South Bend, president of the A. B. A (Left) 








1e 


ve 
rs 


of 
n, 
st 





THE CHALLENGE 


Company of New York: “Because of the very multi- 
plication of banks there has been on occasion an undue 
number of bank failures. . . . Nevertheless, I 
think that all which our multiplicity of individual 
banks has cost the banking community and the 
American people has been a trifling price to pay for 
the values inherent in, and the benefits derived from, 
our individualistic banking and from the maintenance 
of banking freedom of initiative and competitive 
action.” 

Prophecies being the order of the day, Mr. Davison 
indulged in one. “Just now,” he said, “there are no 
signs of an impending period of economic depression, 
but it is reasonable to expect that some day it will 
come.” The “some day” was a stroke of genius: it 
came almost by the time the delegates returned home. 

Mr. Davison’s bank in New York and Mr. Traylor’s 
in Chicago are among the largest correspondent banks 
in the country, each having associated with it hundreds 
of smaller banks that use the correspondent system in 
lieu of the Federal Reserve System. Senator Glass 
contends that this is practically the same as nation- 
wide branch banking, and Mr. Pole that it results in 
undue concentration of banking resources and influ- 
ence in a few large cities. Mr. Young thinks the 
time is ripe to compel all state banks doing a commer- 
cial deposit business to be members of the Federal 
Reserve System. Senator Glass, Mr. Pole, and others 
identified with the system believe this would result in 
an all-around raising of banking standards, but are not 
inclined to go so far as Mr. Young in advocating that 
membership for state-chartered commercial banks be 
made mandatory by federal law. 

To all this Mr. Davison and Mr. Traylor take ex- 
ception. The former, who appeared before the Glass 
committee ahead of Mr. Traylor, was in fact opposed 
to the greater part of the legislative program. “I do 
not believe you could make good banking by legisla- 
tion,” he said; and the essential difference of viewpoint 
was reflected in Senator Glass’s response: ‘What we 
want to do is to prevent bad banking.” 

Senator Glass and Mr. Young look upon banking 
as primarily a federal matter, but not Mr. Traylor, 
though his own bank has a national charter. ‘“‘It is 
about time the states assert some of their protective 
rights in this banking situation,” he told Senator 
Glass. As to requiring all state-chartered commercial 
banks to qualify for Federal Reserve membership, or 
even as to urging them to join, Mr. Traylor expressed 
the opinion that ‘‘small banks really have no business 
in the system”; that dragging them in “may result 


“J got into banking by taking over an insolvent 
bank in 1907, and the then comptroller found 
more ways of harassing me than I thought ex- 
isted.... He got action, fortunately.””—Chicago’s 
Melvin A. Traylor, Hecht committeeman. (Top) 
“The period of hard times which now afflicts 
us is by no means unique. Depressions never last 
forever.””—Leonard P. Ayres, of Cleveland, an- 
other member of the Hecht committee. (Center) 
The worst feature of every period of industrial 
disorganization and depression consists of the 
remedies offered for it.””—George E. Roberts, of 
New York, also of the Hecht committee. (Right) 


TO THE BANKS 
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in bringing into disrepute that system which should 
stand as the acme of banking perfection in the coun- 
try.” He insists that “the hazard increases as the 
size of the institution is decreased,” and that putting 
the small banks in the Federal Reserve System will not 
help the situation. 

Besides the similarity in the amount of their re- 
sources and the vastness of their correspondent sys- 
tems, Mr. Davison’s bank in New York and Mr. 
Traylor’s in Chicago resemble each other, but at the 
same time differ from most of the other Wall Street 
and La Salle Street banks, in their abstention from 
the sale of securities through affiliate companies 
Mr. Davison’s bank, however, spends many thousands 
of dollars in advertising to discredit the practice of 
identifying banking and trust business with the sale 
of securities, describing it as a conflict of interests. 
Mr. Traylor, on the other hand, told the Glass com- 
mittee that he regards securities affiliates as ‘‘expres- 
sive of a real need”’ despite the fact that his bank does 
not operate one. 


Handwriting on the Wall 


One of the important measures proposed by Senator 
Glass and supported by all the governmental witnesses 
provides for regular examination of securities affiliates 
at the same time the banks are examined, and for 
publication of their financial statements. Senator 
Glass is understood also to favor a requirement that a 
bank and its securities affiliate shall have identical 
boards of directors, so that the bank’s board shall be 
fully responsible for the affiliate’s transactions. 
Albert H. Wiggin and Charles E. Mitchell, the heads 
of the two largest banks in the country—the Chase 
National and the National City, both of which have 
securities affiliates with branches all over the country 
—told the Glass committee that they fully supported 
the plan to bring the affiliates under the jurisdiction 
of the examining authorities. 

The five or six hundréd bank failures which marked 
the last sixty days of 1930 had not yet occurred when 
the American Bankers Association held its last cen- 
vention, though the handwriting was already on the 
wall for those who could really see. It was put there 
by a committee of bankers headed by Rudolf S. 
Hecht, a leader of extraordinary ability, energy, and 
discretion, who is president of a great Southern in- 
stitution, the Hibernia Bank & Trust Company of 
New Orleans. 


But None So Blind—! 


The Hecht committee tried, without perceptible 
success, to impress the gravity of the existing situation 
upon the association. Pointing out that in the year 
ended June 30, 1930, there were 758 bank suspensions 
“‘after we thought we had reason to believe there had 
been a change for the better,” the committee asserted 
that “‘there emerges the question whether changing 
economic conditions in the United States have created 
exigencies that cannot fully be met under our present 
banking organization and changes are needed to adiust 
the banking business to these new conditions.” 

The report of another committee, of which Fred W. 
Ellsworth, vice president of Mr. Hecht’s bank, was 


one of the signers, put the situation in a very different 
light. ‘‘The general condition of banking in the 
United States,” this other committee found, ‘“‘is 
undoubtedly better than it has been since 1921. In 
fact, one might conservatively state that banking is on 
a sounder basis now than it has been in all its history. 

Probably never in the history of America 
ham re the banks been so sound and dependable as they 
are this year of 1930”—a year which was to exceed all 
others by far in the number of failures and the de- 
posit liabilities involved. 

As between the views of these two committees, the 
convention had no difficulty last October in making 
a choice. It adopted a resolution declaring that “‘the 
country is to be congratulated that the banking and 
credit condition continues fundamentally sound.” 
The delegates then went home to face exactly eight 
hundred bank suspensions in the next three months. 

This year the Hecht committee will be at Atlantic 
City with a program of banking reforms, already made 
public, which should make short shift of the compla- 
cent counsel which prevailed at San Francisco and at 
Cleveland. Associated with .Mr. Hecht are officers 
of twelve other large city banks, including such nation- 
ally known figures as George E. Roberts, vice president 
of the National City of New York; Leonard P. Ayres, 
vice president of the Cleveland Trust; Paul M. War- 
burg, chairman of the International Acceptance Bank 
of New York, and Mr. Traylor of Chicago. Also, by 
one of fate’s curious pranks, the committee includes 
Walter W. Head, who was president of the big bank 
which Mr. Traylor’s First National took over. 


“ No Excuse 


The Hecht committee cites the oft-repeated excuse 
that ‘‘economic conditions” are responsible for the 
huge increase in bank failures, and asks pertinently: 
“Ts it not in fact a function of bank management to 
understand economic conditions and_ anticipate 
changes?” 

The committee recommends that banks which find 
themselves unable to cope with changed local economic 
conditions do not try blindly to hang on, but either 
liquidate or consolidate with banks that are able to 
carry on. It also recommends wider affiliation of 
state banks with the Federal Reserve System—a point 
on which Mr. Traylor’s dissent has already been 
mentioned. Only a small percentage-of state banks 
have qualified for membership in the Federal Reserve 
System, whereas all national banks are required to be 
members. 

The question on which there is the widest divergence 
of opinion among bankers, and around which the 
most vehement controversies have revolved for years, 
is branch banking. On this the Hecht committee 
comes out with the blunt statement that the position 
of the American Bankers Association “is not yet ad- 
equate to actual conditions.” Mr. Hecht himself, 
though opposed “‘on principle” to the branch banking 
movement, accepts it as an accomplished fact, even 
to the extent of having his bank operate a number of 
branches. 

Last year the banking convention adopted a resolu- 
tion stating, among other things, that “‘this Associa- 
tion, while reaffirming its belief in the unit bank, 
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recognizes that a modification of its former resolutions 
condemning branch banking is advisable.” Mr. 
Davison told the Glass committee that this change of 
attitude was “‘ very limited” and that it was “‘a rather 
equivocal resolution.” He added: ‘Certainly in San 
Francisco they were wholeheartedly opposed to branch 
banking to any extent, and the way bankers talk to 
me they feel that way still.” Mr. Davison argued 
for the correspondent system in preference to any 
considerable extension of branch banking, though Mr. 
Traylor said he would advocate county-wide branch 
banking and would be willing to see that develop into 
state-wide branch banking. 

Senator Glass said to Mr. Davison that in eighteen 
years on the banking and currency committee of the 
House and twelve years on that of the Senate he 
had never heard of a depositor or borrower who was 
opposed to branch banking: ‘‘ The only objections have 
come from the bankers themselves.” 

The Hecht committee proposes that the banking 
association change its position from one of acquiesence 
in the status quo to advocacy of branch-banking 
legislation in the separate states and that, “‘as a matter 
of fairness,” it support any measures at Washington 
making the branch powers of national banks coexten- 
sive with those of state banks. In language tempered 
to the known resistance which its recommendation 
will encounter at Atlantic City, the Hecht committee 
makes its own position fairly clear: “We feel that 
broadenings of state branch-bank powers within the 
states, as conditions there do or shall warrant, are 
desirable, perhaps even to the extent of state-wide 
branch banking.” 


“Natural Trade Areas”—Why Not? 


This, taken with the other recommendations of the 
Hecht committee, is very close to admission of the 
main contention behind the trade-area plan of Mr. 
Pole, as described by him at length in the June issue 
of World’s Work, which the Hecht committee as well 
as the majority of the association’s membership op- 
poses. Mr. Pole holds that the most effective way to 
insure liquidation or consolidation of unstable banks 
is to broaden the area in which Federal Reserve mem- 
ber banks with large capital are permitted to have 
branches. He proposes the “‘natural trade area” 
which tends to draw a number of rural communities 
toward a given city in the transaction of their regular 
business. Mr. Young suggests that the areas be the 
same as the twelve Federal Reserve districts—a pro- 
posal first advanced by Senator Glass in one of his 


- early drafts of the Federal Reserve Act in 1913, but 


abandoned as politically inexpedient at that time. 
Senator Glass still feels that a federal law permitting 
banks to cross state lines in establishing branches 
would be inexpedient, but he strongly favors authoriz- 
ing national banks to establish state-wide branches, 
subject in each instance to the approval of the comp- 
troller, regardless of local laws governing state-bank 
branches. 

Despite the opposition of the majority of bankers to 
action by Congress in advance of the separate states, 
present indications are that state-wide branch banking 
for national banks in all states will be the Glass com- 
mittee’s solution of the tangle presented by branch, 


group, and chain banking, as well as by the failure of 
thousands of small banks in recent years. The 
distinction between “group” and “chain” is that the 
former has a separate corporation, state-chartered, 
which owns the stock of and operates the constituent 
banks, while the chain is dominated by an individual 
or group of individuals who personally own voting 
control of the stock. 


Branch Banking One Remedy 


With some member banks of a given group under 
the comptroller of the currency and others under 
state banking authorities, some in the Federal Reserve 
System and some not, some in one state and some in 
another, the problem of regulating and supervising 
the group corporation has gone by the board. The 
measure now before the Glass committee would in 
effect abolish group banking corporations by prohibit- 
ing any corporation, association, or partnership—or 
their officers, employees, or directors—from voting 
stock owned in a national bank. This would apply 
also, however, to such stock owned by securities 
affiliates, investment trusts, stock-exchange firms, or 
anyone else not owning it individually as a bona fide 
purchase, gift, or inheritance. 

The measure relating to group banking is necessarily 
coupled with that relating to branch banking. If 
state-wide branch banking is authorized for national 
banks throughout the country, the group corporation 
presumably would dissolve and operate as a branch 
system, or as more than one such system if its banks 
were located in more than one state. It would thus 
automatically come under the jurisdiction of the 
Federal Reserve and national banking authorities. 

One point on which there was unanimity of opinion 
at Washington, and in which the Hecht committee 
apparently concurs, is that the country has far too 
many small banks. Extension of branch banking is 
one remedy for this; another is raising the minimum 
capital requirement. The Hecht committee recom- 
mends that in future no bank, state or national, be 
authorized to start business with less than $50,000 
capital, which is half the figure most frequently recom- 
mended at Washington. Since a large proportion of 
the banking association’s membership represents 
banks with less capital than $50,000 —many with only 
$10,000 and some with even less—it is doubtful that 
they would be willing to have the Atlantic City 
convention indorse the Hecht committee’s forthright 
assertion that “sound minimum capital funds. . . 
should be materially higher than now prevails in most 
states.” 


Banking Opinion Veering 


Raising the minimum capital requirement could not, 
of course, be retroactive, so that the problem of what 
to do about undercapitalized banks and their pathetic- 
ally small earnings goes back mainly to that most 
mooted of banking questions—branches. The weight 
of all the testimony at Washington would seem to 
presage a change based on the proposition that 
branch banking is the key to many vexing problems. 
Banking opinion itself evidently has changed, at least 
in the larger banking centers, (Continued on Page 78) 
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Decoration by Leonard Holton 


The Supreme Cort is our country’s cort. 
one chief justic and eight sociable justic. 
goes.— Youthful commentator in “Boners.” 


It consists of 
What they say 


N THE RECENT five-to-four decisions of the 
I Supreme Court there has been dynamically re- 

vealed the realignment of the justices caused by 
the accession of Chief Justice Hughes and Mr. Justice 
Roberts. 

Prior to the last term of the Court—each term be- 
gins in October and lasts until June of the following 
year—the public had come to associate the names 
of Holmes, Brandeis, and Stone in dissent. In the 
five terms of Court preceding the last, these three jus- 
tices had registered on the average at each term ten 
more dissenting votes than had their brothers McRey- 
nolds, Van Devanter, Sutherland, and Butler. Yet 
at the term recently concluded the tables on this 
score were reversed, the latter casting a total of ten 
more dissenting votes than the former. 

Such a shift of emphasis in the pronouncements of 
the bench is of profound significance. 

The first five-to-four decision handed down at the 
last term was O’Gorman vs. Hartford Fire Insurance 
Company. This question was presented: May a 
state regulate fire-insurance rates by requiring that 
no commissions shall be allowed agents in excess of 
those paid to other agents in the state? O’Gorman & 
Young claimed that the effect of the Act was to 


When the Supreme Court 
sits again next month we can expect 


more five-to-four decisions such as 
made the spring session memorable. 
Justices Hughes and Roberts, voting 
now with the four “conservatives,” 
now with the three ‘“‘liberals,’’ can 
turn the scales one way or the other; 
and on the outcome of their delibera- 
tions rest such fundamental ques- 
tions as the part government will play 
in business—by taxation or control. 


deprive them of the fruits of theircontract (which called 
for 25 per cent, while those of other agents called 
for but 20 per cent) without the due process of law 
required by the Fourteenth Amendment. The Court 
disagreed with them, the two new members joining 
with Justices Holmes, Brandeis, and Stone. Said the 
minority, “In our view the statute is arbitrary, un- 
reasonable, and beyond the power of the legislature.” 

The controversy in the next split decision, Coolidge 
vs. Long, had its inception a generation ago. In 
June, 1907, Massachusetts imposed a tax upon “all 
property passing by deed . . . made or intended to take 
effect in possession or enjoyment after the death of 
the grantor.” The Act was to go into effect in Sep- 
tember. In July the Coolidges, or rather their law- 
yers, got busy; and on the twenty-ninth of that month 
a trust deed was signed, sealed, and delivered. By 
its terms Randolph and Julia Coolidge received the 
income from the family property during their lives; 
upon the death of the survivor the property was to 
be divided among their five sons or their heirs. 

In 1925 the inevitable incidence of death and taxes 
occurred. But the younger Coolidges, while con- 
ceding the death, contested the taxes. Their in- 
terests, they argued, had been created and they had 
become entitled to them before the Act took effect 
in September, 1907. The tax, so ran the argument, 
impaired the obligation of the contract (trust deed) 
and deprived them of their property without due 
process of law. The Supreme Court agreed. Re- 
sult, no tax. 

What have we here? The younger Coolidges had 
acquired under the deed “‘vested interests” in the 
proper meaning of that much abused phrase. True, 
they had to wait until 1925 before they came into 
actual “‘possession and enjoyment” of their prop- 
erty, but their rights had “‘vested” eighteen years 
before. Mr. Justice Roberts, in a strong dissenting 
opinion in which he was joined by Justices Holmes, 
Brandeis, and Stone, declared their interest to have 
been a “dry legal abstraction” and in effect asserted 
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that the Court should regard the substance rather 
than the form. 

Out in Indiana, if you operate a single store you 
must pay the state three dollars a year for the privi- 
lege. Two stores will cost you thirteen dollars, and 
so on up until you reach a limit of twenty-five dollars 
per store. One Jackson did not like this. He oper- 
ated 225 stores and paid a tax of $5,443. Complain- 
ing that the Indiana legislature had discriminated 
against him, he took his troubles to the bar of the 
Supreme Court. There he encountered the opposi- 
tion of the Chief Justice, who together with Justice 
Roberts joined Justices Holmes, Brandeis, and Stone 
in sustaining the validity of the tax. Said they, 
the ownership, organization, management, and type 
of business done by chain stores provided a basis 
for reasonable discrimination in taxing them. ‘No 
different from department stores” was the gist of 
the minority opinion. 

Those who desire to become citizens of the United 
States are required to take an oath in open court 
that they will, among other things, “support and de- 
fend the Constitution and laws of the United States 
against all enemies, foreign and domestic.”” Does this 
mean that the applicant must promise in advance to 
bear arms in any war waged by the United States ir- 
respective of its nature? 

Petitioners Macintosh and Bland were unwilling 
to take the oath if such was its true import. They 
insisted upon reserving their right to decide upon the 
righteousness of the conflict in accordance with their 
consciences. 

The district courts ruled that they must promise 
unequivocably to bear arms. The circuit court of 
appeals of the second circuit ruled the other way. 
Which was right? The Supreme Court split on the 
question. The majority, speaking through Mr. Jus- 
tice Sutherland, held that the oath involved an un- 
conditional promise to bear arms and that it was ‘“‘not 
within the province of the courts to make bargains 
with those seeking naturalization.” Chief Justice 


AND Y=HUGHES 47 


Hughes, speaking for himself as well as Justices 
Holmes, Brandeis, and Stone, took the view that the 
oath should receive the other interpretation, which he 
conceived to be more in keeping with our national 
tradition of freedom of conscience. 


Freedom—or Blackmail? 


The last decision at the 1930 term involved the 
notorious Minnesota gag law. The Saturday Press 
was a scandal sheet almost entirely devoted to mali- 
cious and defamatory diatribes asserting the domina- 
tion of Minneapolis civic life by “Jew Gangsters.” 
Nine issues were published before the law silenced 
the press. The Act provided for the abatement as 
a public nuisance of the publication of a “malicious, 
scandalous, and defamatory newspaper,” unless it 
could be shown that “‘the truth was published with 
good motives and for justifiable ends.” 

In the opinion of Chief Justice Hughes this was 
‘unusual, if not unique.” The traditional earmark 
of the freedom of the press is the absence of “pre- 
vious restraint.”” Under the Act a judge upon the 
mere inspection of a newspaper might enjoin pub- 
lication unless it was shown that the defamatory 
matter was true and published for justifiable ends. 
“This,” says the opinion, “is of the essence of cen- 
sorship.” The public interest in the free and open 
discussion of public affairs outweighs the evils sought 
to be cured by the statute. 

Of a contrary opinion were Mr. Justice Butler (a 
native of Minnesota) and his three learned brothers. 
To their way of thinking, to deny to a state the 
power to abate a nuisance resulting from a “regular 
business of malicious defamation” is to leave the 
individual and the community at the mercy of “ pro- 
grams for oppression, blackmail, and extortion.” 

The votes in each of these five-to-four decisions 
reveal the familiar difference of opinion between 
Justices McReynolds, Van Devanter, Sutherland, 
and Butler on the one hand and Justices Holmes, 

Brandeis, and Stone on _ the 
other. The die was cast by the 
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speaking for the Court. On 
the two other questions Justices 
Holmes, Brandeis, and Stone 
are to be found in dissent, 
accompanied by Chief Justice 
Hughes in the citizenship cases 
and Mr. Justice Roberts in the 
Massachusetts inheritance-tax 
decision. So much for the record. 

To explain this division of 
opinion in terms of liberalism 
and conservatism is to beg the 
question by attaching conven- 
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HAT has been called the most im- 

portant step in medical bacteriol- 
ogy since Pasteur is the achievement of 
Prof. A. I. Kendall of Northwestern 
University. In recent years there has 
grown up a theory of living “subgerms”’ 
too small to be seen by the most power- 
ful microscope. These invisible bac- 
teria, it is believed, are able to infect the 
larger germs, such as those which cause 
human diseases, but they are too tiny 
to be studied or controlled. What Pro- 
fessor Kendall has accomplished is the 
beginning of such control. By means 
of a new culture solution containing 
certain chemicals extracted from living 
matter, he has been able to induce some 
of these subgerms to change into larger 
forms, which can be observed micro- 
scopically and treated as they deserve. 


The Grace liner Santa Clara came into 
New York Harbor with a cargo of five 
million dollars in gold and a 25-cent 
parrot. The bird was the property of a 
member of the orchestra, who bought it in 
Peru. The custom officials said that the 
bird must be fumigated because it might 
bear germs of psittacosis. Result: the 
ship was delayed fifty minutes, causing 
a loss of $300 in interest on the gold. 


URS is the only important country 
which has made no intensive study 

of its dialects. Now Dr. Hanz Kurath 
of Ohio State University announces that 
work is about to be started on the Lin- 
guistic Atlas of the United States. Re- 
search will start in New England, and 
the whole job will probably take fifteen 
years to complete. We may think that 
we all speak the same brand of English, 
yet there are sometimes as many as two 
thousand variable features in a single 
word. The atlas is sponsored by the 
American Council of Learned Societies. 
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THE ENTIRE WORLD OF HUMAN ENDEAVOR IS EMBRACED 
IN THESE NOTES AS TO WHAT GOES ON ABOUT THE GLOBE 


The reason moving pictures tire the eyes 
is that the theaters are too dark. Dr. F. W. 
Edridge-Green, British eye specialist, says 
that when the screen is the only bright spot 
in the room the light falls on the exact 
center of the retina, leaving the outer part 
in darkness. This ups ts the normal 
balance in the sensitive mechanism and 
causes eyestrain. When there is some 
illumination in the movie theater the eyes 
feel better and see better. 


HE magazine, Public Safety, tells 

the story of a Kansas City dog 
which understands the meaning of a red 
traffic light. This smart pedestrian, 
traveling alone, was seen to sit down at 
the street corner and wait until the light 
turned green before trotting across. 
The observer followed him and found 
that he did the same thing at the next 
corner. In the same city the driver of 
a bakery wagon testifies that his horses 
voluntarily stop with the red light and 
start with the green. 


Static does queer things to television as 
well as to audible radio. There are dis- 
tortions which the infant science has not 
as yet been able to overcome. An expert- 
mental station was recently opened in New 
York with the help of Mayor Walker. 
There was an untimely thunderstorm, and 
somewhere in the ether the image of His 
Honor picked up an elegant mustache. 


[‘ THE past decade the wheat and 
cotton belts have shifted sharply to 
the westward. The Agricultural Serv- 
ice Department of the U. S. Chamber 
of Commerce shows that since 1920 
wheat acreage in the central Mississippi 
Valley states has declined about 40 per 
cent, while acreage in the Great Plains 
states has greatly increased. Combines 
and high-powered tractors permit the 
Great Plains farmers to raise wheat at 
two and a half hours’ labor per acre and 
a production cost of six dollars. In the 
older wheat country the cost is nearer 
fourteen hours per acre and seventeen 
dollars. Higher yields per acre do not 
compensate for the cost. Meanwhile 
the cotton belt tends to draw away from 
South Carolina toward west Texas. 


Detroit bankers are considering the idea 
of “metered service.” They would pay 
depositors one and one-half per cent in- 
terest on checking accounts but make a 
charge for banking service. 


HE United States consumes half of 

the world’s output of tin but pro- 
duces almost none. The annual im- 
portation of the metal ranges from sixty 
to one hundred million dollars’ worth, 
and the supply is augmented by a con- 
siderable amount.reclaimed, chiefly from 
the trimmings of new plate. At current 
prices it does not pay to reclaim the 
metal from used cans. Food packing, 
automobile manufacture, and the build- 
ing trades furnish the big customers for 
the product. In the manufacture of 
alloys the aluminum brasses have dis- 
placed some of the tin-bearing bronzes; 
aluminum is also used as a substitute for 
tin in the making of collapsible tubes. 
Tin foil is meeting serious competition 
from cellophane as wrapper material. 
Efforts to find a “home grown”’ substi- 
tute for tin in food packing have not 
succeeded commercially. Stainless steel 
cans, lacquered instead of tin-coated 
metal, glass and aluminum containers 
have all failed thus far to make a serious 
dent in the tin-can business. 


The latest thing in horticulture ts a 
patent climbing rose. The new law allows 
growers to- protect their plant inventions 
with exclusive rights to reproduce and sell, 
and the first patent was issued to a nursery 
at New Brunswick, New Jersey. The 
patentable feature of this rose is its ever- 
blooming character. 


OAP suds are found to be an effective 
killer of the germs of pneumonia, 
septic blood poison, diphtheria, in- 
fluenza, and some other diseases. Dr. 
John E. Walker of Opelika, Alabama, 
finds that as little as one part of soap— 
toilet or plain laundry soap—to one 
hundred parts of water will kill these 
germs quickly, and the hotter the solu- 
tion the better. The germs of typhoid 
fever and of boils, however are not dis- 
couraged by soap suds. 
(Continued on Page: 13) 
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RUSSIA’S 


SMOKE SCREEN 


By EVE GARRETTE GRADY 


Is the five-year plan pan- 








USSR in Construction 











ning out? The whole industrial pro- 


gram depends on coal production; 
Mrs. Grady, who was ejected from 
the U.S.S.R. for her outspoken views, 
describes actual conditions in the 
mines and submits that the official 
optimism is not wholly warranted. 


VER since the first of the year an absorbing topic 
of conversation in American business circles has 
been the fact that Russia’s grandiose Five-Year 

Plan—which a year ago was still laughed to scorn— 
was about to be crowned with success. 

From every hand one began to hear that perhaps 
Russia’s mass-production methods, her governmental 
control system, and her organized plan had much to 
recommend themselves in preference to the individual- 
istic economic scheme of capitalistic countries. In 
England it was suggested that a five-year plan for 
British industry be launched; in Germany one heard 
similar mention; while almost every day American 
newspapers printed proposals for a five-year plan for 
this, that, and the other industry. One would actually 
have been led to believe from all the pother that until 
Russia adopted it on a grand scale, central planning 
had never been heard of before. 

And then one July day, while the Hoover negotia- 
tions for the relief of Germany were dominating the 
front pages, there burst a proclamation from Stalin, 
dictator of all the Russias. With fanfare of trumpets 
he announced a “‘new economic policy.” 

It was announced that the Russian five-day week 
was to be abandoned; that the workers’ wage scale 
must be revised so that it would be commensurate with 
the type of work performed—“‘it is unbearable for a 
ditch digger and a professor to receive the same 


wages”; that there must be a return to 
individual initiative and individual respon- 
sibility; that central control was not pro- 
ducing proper results; and that the czarist 
technicians, the Russian engineers who were 
still living and working in the Soviet Union 
in daily fear for their lives, were to be re- 
turned to grace “because they have changed 
their attitude.” 

The Stalin decree created a tremendous 
stir throughout the civilized world. What 
did it all mean? Was it a confession that the Five- 
Year Plan was a failure, that communism was im- 
practicable? London and Berlin seemed to think so, 
as British and German editorials thundered, ‘Red 
Dictator Recants, Man of Steel Bends.” 

More thoughtful observers, however, both here and 
abroad, hastened to point out that although theoreti- 
cally the Stalin move might be interpreted to be a 
renunciation of communism and a retreat to a modified 
form of capitalism, in reality it was just another ex- 
ample of the genius which the Bolshevik leaders have 
for adapting themselves to the necessities of the mo- 
ment. The communist leaders, they assert, are real- 
ists, first and last. If they had not been realists, they 
would long since have succumbed on the stony road to 
socialistic success. Therefore, viewed factually, the 
purpose of the new Stalin movement may be said to be 
the strengthening of the communist position; if past ex- 
perience is any criterion, that will be the actual result. 


More Coal—or Failure! 


That this point of view is eminently sound seemed 
to me to be beautifully demonstrated by a Stalin order 
that followed close on the heels of his epochal July edict 
demanding a greater efficiency in industry. A procla- 
mation was printed on every front page in Russia 
calling for rejuvenation of the Russian coal industry. 
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M. Alpert, from USSR in Construction 


Now it is not generally known that the condition of 
the Russian coal industry is a definite menace to the 
success of the entire Five-Year Plan. Certainly none 
of the publications which are flooding the American 
market with beatific propaganda pictures of Soviet 
industry mentions the fact. For example, the New 
Russia’s Primer states that “the Five-Year Plan in 
coal will be fulfilled in three years.” It is an actual 
fact that, next to transportation, coal production is the 
weakest spot in the entire Soviet industrial system. 
So lamentably has production been lagging behind the 
figures set for the Five-Year Plan that it has been cause 
for definite alarm in official headquarters. For coal is 
a basic industry, and coal is required to turn the 
wheels in the new Russian factories and plants. Upon 
coal depends the success of the Five-Year Plan. 





I read the Stalin orders for a rise in coal production 
with keen interest. I noted his demand for fifty-five 
million tons of coal this year from the Don Basin, 
where Russia’s principal coal fields are—an increase of 
twenty million tons of coal over last year’s production 
figure. Now I was in Russia during the year 1930-31, 
that crucial year that was to spell success or failure for 
the Five-Year Plan, the year that it was discovered 
with horror that the coal industry was sick. And I 
was an interested spectator in a ringside seat of the 
Bolshevik’s 1930-31 ‘“‘cleansing” of the industry— 
as exciting and as bloodcurdling a drama as has been 
played on any world stage. 

For it is down in the Don Basin, where the wind ever 
blows and where barren steppes are ever bound with 
cruel Russian winter snows or melancholy seas of mud, 
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that some of the bloodiest tragedies of Bolshevism 
have taken place. 

Before the revolution, most of the mines in the Don 
Basin were operated under foreign concessions, and 
very profitably. During the civil war the region was 
fought over constantly, some parts of it changing 
hands as many as twenty times. Each time mines 
were flooded, houses destroyed. The conditions of the 
mines and houses, bad enough before the war, became 
infinitely worse. However, after industry began sta- 
bilizing itself under Stalin’s leadership, and with 
the pouring of tremendous capital investments into 
the territory, conditions began to improve. Before 
the revolution, Russia mined 36 million tons of coal 
annually, of which 25.6 millions came from the Don 
Basin. During the year 1929-30 the total production 





of coal in the Soviet Union, according to the official 
figures, was 47 million tons, of which the Don Basin 
gave 36 millions—a very respectable figure, all things 
considered. However, in order to fulfill the require- 
ments of the Five-Year Plan, it is necessary to have 75 
million tons of coal from the Don Basin. Therefore 
in the fall of 1930 the battle cry was sounded: Coal 
is lagging behind! 

So grave was the situation that Molotov himself, 
chairman of the Council of People’s Commissars, 
hurried to the Don Basin to make an extended survey. 
First he found a serious lack of miners. For in the 
anthracite district alone, thanks to the food shortage 
in July and August, seventy thousand men had laid 
down their picks and shovels and left in search of food. 
(They had been subsisting since May on nothing more 
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than cabbage soup and black bread, yet were being 
urged to increase coal production.) He found dis- 
content rampant everywhere, due to the lack of food 
and of clothing and shelter; he saw that there was 
poor organization and poorer discipline. And from 
Molotov’s point of view, the greatest weakness was 
poor organization. 


No Work, No Mistakes! 


A word here on the subject of organization. All key 
positions in Soviet industry must be held by good 
Communists, tried-and-true party men. It is of the 
utmost importance to Russia’s dictators that the 
reins of power be kept firmly in their hands. There- 
fore, in every industry it frequently happens that the 
sole qualification of the boss on the job is the fact that 
he is a party man. He may know nothing whatever 
about the work he is supervising. For instance, the 
chief engineer of Shachtstroy, the projection depart- 
ment of the coal trust, may be an excellent politician; 
but he cannot read a blueprint. The head of the 
operating department is a successful maker of im- 
passioned speeches, but his knowledge of the coal 
business is nil. On down the scale: the mine super- 
intendents, the mine foremen, the repair-shop bosses, 
all are good Communists and, only too often, that only. 

However, each party man ina key position has at his 
beck and call the services of Russian technicians who 
are familiar with the practical side of the business, 
men who before the revolution had been in charge of 
it. However, these men of the old bourgeoisie are 
viewed with mistrust and suspicion, if not actual ha- 
tred. And when mistakes occur it is they who pay— 
with their lives. 

The result is that ever since the infamous Shakhta 
trial of 1928, in which a number of Russia’s best engi- 
neers were executed and others, including Professor 
Sheviakov, an international authority on coal mining, 
were exiled to Solovetsky, the Island of the Damned, 
organization in the coal industry has gone from bad 
to worse. The Russian engineers refuse to accept 
responsibility; they avoid making decisions on any- 
thing; their days are spent in attempting to dodge 
work. For, they argue, if no work is done no mistakes 
can be made for which they will be held responsible. 
Therefore Molotov was entirely correct in his premise 
that the organization was poor. 


Three Thousand Notches on One Gun 


Obviously it was a situation calling for quick action 
and radical measures. What if the entire Five-Year 
Plan would have to be reformulated? What if, after 
all the new factories and plants were built, there would 
be no coal to run them? It would never do to make 
the Five-Year Plan the laughing stock of the capital- 
istic world. 

Therefore a swift reorganization began, and the 
tenth executive to hold the office in three years, one 
M. A. Deutsch, became the head of the coal trust, 
capitalized at $364,000,000. What were his qualifica- 
tions for so important a position? An examination of 
them is interesting. 

Deutsch is a veteran revolutionist, born in 1885. 
During the abortive revolution of 1905 he commanded 


an armed force which fought the czarist police, and he 
himself assassinated a notorious police inspector and 
his aide. He was arrested, court-martialed, and con- 
demned to death; but because he was then under age 
the sentence was commuted to life imprisonment. 
Two years later Deutsch escaped from the penal camps 
of the Amur in Siberia and went to America, from 
whence he returned in 1917 to take his place in the 
Communist party. 

On the occasion of the October Revolution he held 
various posts requiring ‘“‘swift decision and ruthless 
determination,” as his Soviet biographers euphon- 
iously describe his quick-on-the-trigger activities. He 
was one of the dread three who organized the famous 
Cheka, which during the period of civil war combined 
in one body the powers of search, arrest, trial, and 
execution in all cases of “counter revolution.” When 
reconstruction began, Deutsch was assigned to work 
in industry, as were many other members of the Cheka. 
Again his biographer points out, “It was a period when 
industry itself was considered to demand construction 
with one hand and rooting out destructive saboteurs 
with the other.” Deutsch served with phenomenal 
success as head of the cotton-goods trust, then of the 
expanded wool trust, and he is a member of the Su- 
preme Council of National Economy. It has been 
claimed that he is personally responsible for the death 
of three thousand men. 


Experts Misused or Unused 


Deutsch started out to put the coal industry on its 
feet with commendable savoir faire, considering the 
fact that he had probably never seen a coal mine be- 
fore he took office. Off he went to the Don Basin, 
making a “‘comprehensive study” of the situation. 
The results of that journey, in which the organization 
was stiffened, were soon learned. 

Numerous gentlemen were hustled off to jail as 
examples to those mining in the weak sectors that it 
would be healthy for them to get on their toes. A 
drive was made against “‘counter revolutionists and 
plotters,” and within a few weeks practically all the 
important Russian engineers in the coal trust had been 
arrested. Shock troops comprised of young Commun- 
ists and university students were sent marching off to 
the Don Basin to work in the mines and to “liquidate 
the break in production.” They were to work in 
special sections of the mines and use their output to 
stimulate the old-time miners to rivalry. Their earn- 
ings were to be paid to them on a collective basis. 
The fact that they had never seen a mine before did 
not enter into the considerations. 

Then Deutsch turned his attention to the American 
consultants. 

Now as far back as 1926, American mining engineers 
have been in Russia as consultants on coal. And 
from 1926 until the present day, according to their own 
published and oral statements, they have done little 
except draw their pay. For example, in January of 
1930 a group of fifteen engineers, representing one of 
America’s leading engineering firms, arrived in the 
Soviet Union in a tremendous flurry. They had been 
hustled across the seas in order to engage at once in 
drawing up plans and specifications for developing the 
Don Basin according to the latest American methods. 

















Ue et ee 


RUSSIA’S SMOKE SCREEN 


on 
o 





— 
Aastfoteetecnes! 


rrateretateteten 
on eee * 


* 








\ Vay, Perea 
‘te Phebe id | 











M. Alpert, from USSR in Construction 


Aerial tramway for the transportation ofecoke at Makeyevka. “In order to fulfill the Five- 
Year Plan in four years,” says a recent Soviet pronouncement, “we must fulfill the five-year 
plan for coal output in three years. Both these tasks must and will be accomplished.” 


For one month after their arrival, they sat twiddling 
their fingers. Finally, after much argument and dis- 
cussion, they were presented with data and requested 
to draw up plans for opening up the virgin coal lands 
in the Kuznetz Basin in Siberia, which are to be ex- 
ploited after the Five-Year Plan is completed. They 
asked permission to check over the data on the ground, 
in order to satisfy themselves that it was correct, but 
were informed that that is the office of geologists, not 
of engineers. For three months they worked at high 


tension; for once the job was begun, the Comrades 
were impatient to have it speedily completed. 

Two days before the project was to be presented to 
the Technical Council for approval, the Americans were 
informed that the basic data from which they worked 
was discovered to be incorrect, and they would therefore 
have to rework the entire project from fresh premises. 

When I left Russia in April, 1931, that group of en- 
gineers was still projecting that Kuznetz Basin job— 
and from basic data that seemed to be in a constant 
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state of flux. Several gentlemen who had tactlessly 
challenged the chief engineer of the coal trust’s ability 
to criticize a subject regarding which he knew nothing 
found that their contracts had been canceled for 
“incompetence.” 

The Americans who had been acting as coal con- 
sultants for several years and who had arrived at a 
philosophic state of impassivity were content to let 
matters take their course. They had witnessed an 
appalling waste of money and materials, and a still 
more appalling lack of management. Yet they did 
not see that there was anything to be done about it. 
Since the status quo seemed to satisfy the Russians, 
it was hardly their business to interfere. 


Proclamations and Decrees 


However, somehow or other, word reached Deutsch 
that the American specialists thought the Russians 
fools to pay good money for services not rendered— 
and were saying so, what’s more. Furthermore, there 
was talk about the way certain soldiers of fortune were 
hoodwinking the Russians by posing as mining special- 
ists and drawing down fifteen thousand dollars a year 
on the strength of it. Deutsch, angered, hastened to 
issue a proclamation. The American specialists, said 
he, were not being properly utilized. They must be 
given full charge of the mines, and allowed to operate 
them just as they would in America. They must be 
given a free hand in boosting Russian coal production. 

Whereupon secret mirth convulsed the American 
engineers. They knew, as Deutsch knew, that it 
couldn’t be done. Although men in the Kremlin 
might be assured of the good faith of the American 
specialist and convinced of his ability to shoulder 
responsibility, the Comrades in the rank and file would 
remain suspicious of the foreigner. And although the 
Deutsch decree was to have gone into effect on 
December 1, 1930, nothing ever came of it. 

I must say in this connection that although the 
services of American specialists are pretty generally 
utilized by the Soviet in the unsatisfactory manner 
ascribed above, there are exceptions. For example, 
the engineers employed on the Dnieprostroy hydro- 
electric project are satisfied with their working condi- 
tions. The reason? It was definitely stipulated be- 
forehand that either the Americans were to be com- 
pletely in charge of the work there, or they would not 
undertake it at all. But only in the building of such 
giant projects can the Americans obtain carte blanche 
from the Soviet government. Consultants, through 
no fault of their own, have little or no authority—and 
as a result accomplish little or nothing. 

In early March, 1931, I visited the Don Basin and 
observed several phases of the labor situation. Al- 
though with the construction of model mining villages 
real efforts are being made to improve the lot of the 
Russian miner, his situation is still far from enviable. 
He is ostensibly working on a six-hour day; his 
wage, which has been on a sliding scale for several 
years, is to be increased from an average of $35 a 
month to $47.50 a month by the end of 1931. But he 
is ill fed and poorly clothed, and when he is asked to 
“donate” overtime work he is obliged to comply. 

Very little attention is paid to safety rules in the 
coal mines, however rigidly they may be enforced in 


metal mining; the accident rate, according to officia! 
figures, is appallingly high. For every thousand tons 
of coal mined in Russia, one miner is killed. The 
working conditions in the shafts are unspeakably bad 
from the American point of view. The lack of organ- 
ization of labor plays havoc too with coal production, 
and as a result the miner in Russia produces but one 
fifth as much coal as the Russian miner (of whom there 
are thousands and thousands in Pennsylvania alone) 
who has migrated to America. 

However, despite the setbacks in coal production in 
1930-31, Russia had coal for her factories when it was 
needed; she had coal for export when it was necessary 
to raise foreign currency ina hurry. For the Russian 
people were only allowed to burn coal for domestic 
consumption during December, January, and Febru- 
ary of last year. The household temperature for all 
the Russias was fixed by law during the winter of 
1930-31 at 45° Fahrenheit. I knew many persons who 
had ordered and paid for their winter’s supply of coal 
during the previous spring, at which time they were 
promised October delivery. When October came they 
were informed that in December they would get some 
coal—not what they requested, but what the govern- 
ment decided they might have. 

When one considers that Russian winters are most 
severe—even as far south as Kharkov, in the Ukraine, 
the thermometer hovers around twenty or thirty de- 
grees below zero—and that the population had to 
forego heat in addition to being ill fed, ill housed, and 
ill clothed, one cannot but wonder at the Russian 
capacity for suffering. 

The Americans in Russia long since realized that to 
escape freezing they must bring in oil-burning stoves 
for emergency use. However, last winter there was a 
kerosene shortage. Therefore when our radiators 
became ice-cold in dead of January—for three weeks 
there was no coal in the apartment house in which I 
lived in Kharkov—a howl went up. There was im- 
minent peril that no kerosene with which to fire the 
oil stoves would be forthcoming. So much did the 
superintendent of our apartment building take to 
heart the plight of his tenants that, by dead of night, 
he had several loads of coal transferred from the none 
too full cellar of another American apartment house 
near by! 


Noble, If Belated, Forgiveness 


I am wondering how the Soviet can wrest fifty-six 
million tons of coal from the bowels of the earth by 
the end of the year, when already the production 
schedule, for the first half alone, lags some eleven 
million tons behind. What if King Coal should defeat 
Comrade Stalin? 

I am wondering, too, if Stalin’s magnanimous ges- 
ture to forgive and forget the Russian engineers is not 
motivated by dissatisfaction with results obtained 
from the employment of American specialists. 

But what puzzles me most is how Stalin, who has 
been so directly responsible for whipping up class 
hatred against the Russian technicians, is going to be 
able to enforce his new will upon the Comrades. For 
he is telling them to accept today the very men whom 
yesterday they were encouraged to despise and spy 
upon because they were bourgeoisie. 
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You Can Alter the Tariff 








The Tariff Commission has been hard at work since the Smoot-Hawley 


bill became law. 


(See box on page 57.) Enterprising individuals 


set the wheels in motion by which rate changes have been effected. 
This article is framed for those who are interested in further revisions. 


tatively but in nontechnical language the steps 

that anyone may take to propose changes in the 
Smoot-Hawley tariff law. It is a foregone conclusion 
that the requests for modification of rates of duty will 
multiply in number as the relatively simple procedure 
becomes better understood, offering the prospect that 
the present law, even though it has been given a bad 
name, will stand in amended form for some years to 
come. 

Rates affecting 229 articles have been listed for 
investigation by the Tariff Commission. Of these 110 
are completed and 119 are pending. No less than 22 
important changes of rate have been proclaimed by the 
President on the recommendation of the commission. 
This record is, in part, an answer to the Democratic 
charge that the commission would prove to be an in- 
effectual body. 

The law requires the commission to specify in its re- 
ports to the President the necessary increase or de- 
crease in given existing rates. The President must 
accept or reject the findings of the commission. He 
cannot modify them. If the proposed change is in 
keeping with his judgment he issues a proclamation 
approving the change, the new rate becoming effective 
thirty days thereafter. 


Who Takes the First Step? 


Any single duty may be increased or decreased any 
number of times so long as the changes do not vary 
more than 50 per cent from the rate fixed by Congress. 
If, for instance, Congress fixed the rate on a certain 
article at twenty cents a pound, the commission may 


Tis purpose of this article is to outline authori- 


increase the rate in one or more proceedings to thirty. 


cents or reduce it to ten cents, but it cannot go beyond 
these limitations. Under no circumstances can it 
change an article from the free list to the dutiable list, 
or vice versa. These are restrictions upon the commis- 
sion that are highly controversial. Experience alone 
will prove whether they are good or bad. 

But what of the actual procedure in revising rates? 
The law requires the commission to make an investiga- 
tion prior to recommending any change in the schedules 
that Congress has prescribed. This is the first step 
that must be taken regardless of the source of the de- 
mand. 

The commission may order the investigation on its 
own motion; the President or the Senate or the House 


may request the commission to make an inquiry; or 
any citizen, firm, or corporation may apply to the 
commission for a study of rates which are considered 
too high or too low. It matters not whether an in- 
dividual is in public or private life, if he believes a 
rate is excessive or inadequate, he can apply for an 
investigation with the certainty it will be granted 
providing he supports his position with substantiating 
facts. 


Aliens, Too, May Act 


Furthermore, that individual need not be a citizen 
of this country to initiate an inquiry. The only dif- 
ference in procedure in the case of an alien is that, in- 
stead of filing the application with the commission it- 
self, as Americans do, he makes the filing through the 
Department of State, which transmits it to the com- 
mission. This is in keeping with diplomatic practice. 
However, once it is filed and a date for hearing is set, 
he may appear in person before the commission as 
American citizens do. 

The filing of an application for an investigation is 
important; the proper form to follow is shown on page 
57. All pertinent information available to the ap- 
plicant should be filed with his application. The in- 
formation should set forth the degree of competition 
between the domestic and foreign article in question; 
the tendency of domestic production and sales, 
whether upward or downward, and the tendency of 
imports; the trend of the cost of production and prices 
in recent years; evidence of difference between foreign 
and domestic costs of production of the article in ques- 
tion; areas of greatest competition between the im- 
ported and domestic products and the principal mar- 
ket or markets in the United States; transportation 
and other delivery costs to the principal markets in 
this country; and any other relevant factors that con- 
stitute an advantage or disadvantage in competition, 
in the opinion of the applicant. 

Each application for an investigation is acknowl- 
edged by the secretary of the commission. The 
applications are posted for not less than ten days at 
the headquarters of the commission in Washington and 
at its office in New York City. They also are inserted 
in the Treasury Decisions and the Commerce Reports, 
published by the Treasury Department and the Depart- 
ment of Commerce respectively. Such public notice 
sets forth the date of the receipt of the application, 
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the name of the applicant, and the purpose of the 
application. 

As a matter of course, applications may be with- 
drawn at any time before the commission has ordered 
investigation. However, the commission may pro- 
ceed with an investigation in any case if it believes 
public interest so demands, regardless of whether or 
not an application has been withdrawn. 

Decision as to whether an investigation shall be 
ordered rests with the commission, which advises the 
applicant as soon as its other duties permit. The 
commission, in reaching its decision, takes into con- 
sideration the information furnished by the applicant, 
which is supplemented by that to be had from in- 
dividuals or corporations either in favor or opposed to 
the proposed investigation as well as by information 
furnished by its own staff. 

The commission sends its technical experts and 
trained accountants to the principal factories in the 
United States. They make an examination of the 
accounts of these plants. Thus the commission gets 
their costs of producing a particular article and trans- 


porting it to the principal market or markets of this 
country. This is one side of the equation. 

It is a more difficult task for the commission to as- 
certain how much it costs to produce and market the 
foreign article. Under the law, it must determine 
which is the principal competing foreign country. 
This is done by examining the import statistics and 
related data. Foreign manufacturers do not always 


relish the idea of having agents and representatives of 


the commission inquiring into their costs of produc- 
tion. This fact made foreign cost inquiries by the 
former commission difficult and often impossible. 

But in the new act Congress gave the commission 
authority, if it found foreign costs in the principal 
competing countries not readily ascertainable, to 
accept as evidence thereof, or as supplementary 
thereto, the weighted average of the invoice prices or 
values of the article and the average wholesale selling 
price for a representative period of time. The trans- 
portation and other costs incident to delivery at the 
principal market or markets in this country are as- 
certained as in the case of the domestic article. 





Article 


Changes Under the Flexible Clause 





Rate of Duty 








Pigskin leather 

Wood flour 

Woven wire fencing and netting: 
Galvanized before weaving 
Galvanized after weaving 

Maple sugar 

Maple sirup 

Wool felt hats 


Wool felt hat bodies 
Sewed straw hats, bonnets, etc. 


Fourdrinier wire 

Cylinder wires, over 55 mesh 

Woven wire cloth over 55 mesh, 
suitable for manufacture of 
Fourdrinier or cylinder wire 

Edible gelatin, valued at less 
than 40¢ per pound 

Bicycle bells, etc. 

Packaged olive oil 

Bent-wood furniture 

Hemp cordage 


Pipe organs 
For use where no admission is 
charged 
Others 
Dried egg products: 
Whole eggs 
Egg yolk 
Egg albumen 


*Decrease 


Act of 1922 Act of 1930 Now 
Free 25% *15% 
333% 333% *25% 
40% 45% {50% 
40% 45% 760% 


4¢ per pound 

4¢ per pound 

24¢ per pound plus 40% to 
45¢ per pound plus 50% 

24¢ per pound plus 40% to 
45¢ per pound plus 50% 

60% or 88% by presiden- 
tial proclamation 

30% 

35% or 45% 


35% or 45% 
20% plus 33¢ per pound 


40% 

73¢ per pound 

333% 

231¢, 181¢, or 23¢ per pound, 

depending on size and con- 
dition 


40% 
40% 


18¢ per pound 
18¢ per pound 
18¢ per pound 


8¢ per pound 

53¢ per pound 

40¢ per pound plus 75%, 
plus 25¢ each 

40¢ per pound plus 75% 


$4 per dozen plus 60% 


50% 
50% 


50% 
20% plus 5¢ per pound 


50% 

93¢ per pound 
473% 

3i¢ per pound 


40% 
60% 


18¢ per pound 
18¢ per pound 
18¢ per pound 


+I necrease 


*6¢ per pound 

*4¢ per pound 

*40¢ per pound plus 
55%, plus 123¢ each 

*40¢ per pound plus 
55% 

*$3 per dozen plus 
50% 

175% 

175% 


175% 

*12% plus 5¢ per 
pound 

170% 

*8¢ per pound 

429% 

143¢ per pound 


*35% 
135% 


727¢ per pound 
727¢ per pound 
727¢ per pound 
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YOU CAN ALTER THE TARIFF 





Whenever an investigation is ordered, public 
notice of it is given as in the receipt of an appli- 
cation, except that the period of publication is 
thirty days, not ten. In the same manner, rea- 
sonable notice is given of the time and place 
set for all hearings. 

With a view to assisting parties interested in 
preparing for a hearing, but without excluding 
any other factors, the commission expects at- 
tention to be concentrated upon facts which 
should be considered in appraising the com- 
petitive strength in the markets of the United 
States of the foreign and domestic articles, and 
facts bearing upon the degree of likeness or 
similarity as between grades, classes, and price 
groups of the American product and the im- 
ported article. 

The commission requests direct evidence of 
the comparative unit costs in every investiga- 
tion. Bare factory costs, consisting of an es- 
timate of outlay for raw materials, wages paid, 
and other direct charges incident to the pro- 
cesses of production will not entirely suffice. 
All secondary costs, such as depreciation, de- 
pletion, charges for rent, in terest on investments, 
cost of containers, transportation charges, 
insurance, and general expenses should be 
reckoned in the cost equation. 

The commission emphasizes the following 
additional factors: Principal competing coun- 
try; principal American market or markets; 
representative period of time for cost inquiry; 
extent to which invoice or wholesale prices are 
reliable evidence of foreign costs; any other 
evidence of unit production costs, both for- 
eign and domestic; and domestic areas or pro- 
ducing units to be selected as being competi- 
tive with the imported article. It cannot be 
emphasized too strongly that the commission 





Application Form 


UNITED States TARIFF ComMISSION, 
Washington, D. C. 


Sirs: Application is hereby made by the undersigned for an 
investigation, for the purposes of section 336 of the tariff act 
of 1930, of the following items dutiable under paragraph(s) 
io wit eas of said act: 


It is believed that the duty fixed in the said paragraph(s) 

- more 
less 
costs of production of said article(s) in the United States 
and in the principal competing country and that said rate(s) 


should therefore be — or that the rate(s) involved 


than is necessary to equalize the differences in 


should be properly adjusted (including any necessary 
change in classification). 

The undersigned is prepared to furnish for the assistance 
of the commission all information in his possession and 
believes that the investigation requested is feasible and 
necessary for the following reasons: 


(Insert here facts showing need for adjustment of rate(s) 
or change of classification) 
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The applicant requests that the information, if any, 
herewith separately submitted and marked confidential 
be held in confidence for the information of the commission 
only. 





expects interested parties appearing at the 
public hearings to present definite and affirmative 
information rather than conjectures and generalities. 

An appearance in an investigation may be entered 
by any individual showing an interest in the subject 
matter to the satisfaction of the commission. The 
interested party may appear in person or by an agent 
or attorney at any time prior to or before the close of 
the hearing. Any attorney or agent is required to 
satisfy the commission of his acceptability in that 
capacity. A request to enter an appearance must be 
filed in writing with the secretary of the commission 
at its office in Washington. 

All witnesses are sworn. No documentary evidence 
is accepted unless it is verified under oath. Evidence, 
whether oral or written, is subject to verification from 
the books, papers, and records of the interested parties 
and from any other available sources. All hearings are 
reported stenographically. 

Oral argument may be heard upon the conclusion of 
the testimony in the discretion of the commission. 
The hearings, whenever necessary, may be conducted 

y one or more commissioners acting as a subcommit- 
tee. In all such instances the subcommittee, when it 
completes its hearing, drafts a report with the assis- 
tance of the commission’s experts for submission to 
the full commission. The commission considers it in 





Respectfully, 
(Stgnature of applicant) .... 22... .ccsscceses 
UL os ain bal ols emerca arena 
PR ii cakaak canes tede en 
detail. If and when approved, the report is submitted 


to the President by the chairman. The process of 
changing a rate is completed with the action of the 
President. 

The method may seem cumbersome to the layman, 
but, as a matter of fact, the commission is proceeding 
quite rapidly. It is doing much more work than did 
the former body. Furthermore, it is dealing with 
controversial rates fully as promptly as Congress has 
in the past. Of greater significance, all the fireworks 
that marked the congressional proceedings are notice- 
ably absent in the commission. 

Although it is bipartisan in character, three of its 
members being Republicans and an equal number 
Democrats, its action to date at least has been strictly 
nonpartisan. It is doing its part to “take the tariff 
out of politics.” By so doing, it is giving the country 
a better tariff law than the last Congress, at least, was 
able to draft. 

If it were not subject to limitations, it might well 
take the tariff out of the political arena for all time. 
Perhaps an enlightened public opinion will bring 
about such a far-reaching change in the years im- 
mediately to come, as it has invested the commission 
with limited revision powers in the years that have 
immediately passed. 



































Culver Service 





These clerks aren’t exactly burning the midnight oil, but it was once considered no great 
hardship to work long hours, often without the aid of flickering gas lights, at drafting, book- 


keeping, and such exacting tasks. 


Little time was left for golf and similar diversions. 


Shorter Weeks 


By JOHNSON HEYWOOD 


business man. He took the then quite liberal 

stand that the workers in his mill were human 
beings like himself. On Christmas, after a prosper- 
ous year, he sometimes sent them turkeys. If they 
were sick and broke he cheerfully loaned them money 
for the doctors’ bills, without interest. 

All he asked was that they give him a fair day’s 
work for a fair day’s pay. As everyone knew, a 
fair day’s work in his industry was fourteen hours. 
A fair day’s pay was set at about a dollar and a half. 

The old gentleman lived to see shorter hours and 
higher wages. When finally the hands succeeded in 
getting a ten-hour day, he retired from business life 
convinced that this was a bold-faced defiance of 
economic, if not of Divine, law. 

“Tf this keeps up,” he used to wise-crack, “the first 
thing you know, laboring men will be driving to work 
in their own carriages.” Fortunately for his peace 
of mind he left this changing world before the auto- 
mobile came into it, so he did not see his pet bit of 
whimsy come true. 

It never occurred to grandfather and his associates 
to question the sanctity of custom. That man’s 
work was from sun to sun was foreordained. 

They stubbornly resisted all efforts to shorten the 
day, first to twelve, then to ten, and then to eight 


(| ‘tenis nn. was not at all a hard-boiled 


hours. With each reduction they feared bankruptcy, 
yet somehow most of them survived. At least, if 
they were ruined, it was by errors in judgment, not 
by rising labor costs. 

And there is nothing inherently sacred in even the 
eight-hour day. The average man works for just 
one reason: to secure first the necessities of life and 
then as many of the luxuries as he happens to desire. 
If he can earn all he needs or wants by working twenty- 
five hours or even twenty-five- minutes a week, that 
is long enough. And remember that one of the lux- 
uries most of us want is leisure. Many, indeed, put 
leisure ahead of most of the more tangible luxuries. 

Two factors determine how long a man must work 
to get what he wants: the amount he earns and the 
price he must pay for what he buys. Both factors 
depend in the end upon production per man-hour— 
the amount of goods he and his fellows in other in- 
dustries can produce. 

For a long time it was assumed that what a man 
could produce was constant—this in spite of the fact 
that it was perfectly apparent that a good workman 
turned out more than an unskilled or lazy one. 

At the same time it was assumed that per capita 
consumption of any product was somehow definitely 
determined by the consumer’s social status. It was 
not thought that a mill hand or a carpenter or a 
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The five-day week, the six-hour 
day, three and four shifts instead of two, 
pay envelopes as fat as ever—that is the 


trend today. 


tions, backed up by potent economic argu- 
ments, bid fair to make the mass a leisure 


class, to the weal of all concerned. 


foundryman could materially raise his standard of 
living—which is to say, consume more—so long as 
he remained a mill-hand, carpenter, or foundryman. 
Driving-horses and pianos simply were not meant for 
such folks. 

Improved machinery and better methods of work 
disproved those fallacies. First, the new methods 
produced more goods per capita. Second, they re- 
duced costs and to a great extent prices. Third, 
they enabled higher wages to be paid, though usually 
after more or less belligerent insistence by the workers. 
In short, the increase in production per man-hour at 
once provided more goods and furnished the pur- 
chasing power needed to buy them. 

As a result, workmen can now very generally buy 
more with the proceeds of forty-four hours’ labor 
than they could forty years ago with what they 
earned in seventy or eighty hours. 

The trend toward shorter hours has been rapid. 
The average hours worked per week for all industry 
in 1890 were 58.4; in 1926 the average work week 
contained 49.8 hours—a reduction of nearly 15 per 
cent. In certain industries where formerly the hours 
were atrociously excessive the percentage reduction 
has been much greater. In 1834 bread bakers worked 


Humanitarian considera- 


from eighteen to twenty hours a day, 
or say 114 hours for a six-day week; 
in 1890 their week was 64.5 hours 
and in 1926 only 47.8 hours. Con- 
siderably more than half of all indus- 
trial workers now work less than six 
eight-hour days each week. 

On the whole, business men seem 
not to be opposed to the shorter 
hours of work that are the rule to- 
day. For one thing, they have dis- 
covered that there are more effec- 
tive ways to reduce costs than by 
“sweating” labor. 

In a glass works that changed from two ten-hour 
shifts to three eight-hour shifts the per hour pro- 
duction increased 20 per cent. In a garment fac- 
tory the workers now turn out as much work in 
eight hours as they formerly did in twelve. And so 
it goes. Employers are coming to see that long hours 
do not result in efficient production. As one manu- 
facturer puts it, ‘‘A tired worker is not worth the 
overhead expense he absorbs.” 

But to-day considerations other than altruism and 
production efficiency are tending toward a shorter 
work week. 

Most important is the generally recognized neces- 
sity of giving employment to large numbers who have 
been put out of jobs by labor-saving machinery and 
methods. During recent years while production per 
worker has increased 50 per cent the hours worked per 
man have decreased only 16 per cent. That has re- 
sulted in a greatly increased total possible output. 
part of which has been absorbed by the workers, 
thanks to their increased buying power. But to keep 
excess production down, fewer men are employed; 
and those more or less permanently unemployed have 
scant purchasing power. 





( / he total cost of a product includes the cost of 


* material, labor, and overhead. The overhead 
may be as low as 50 per cent of the labor cost or 
as high as 400 per cent. 

Let us consider a’ product which carries twice as 
much overhead as productive labor—which is prob- 
ably a fair average. Say that under present con- 
ditions and a 50-hour week, the product costs one 
dollar for material, one dollar for labor, and two 
dollars for overhead expense, or a total of four 
dollars. 

Now let us say that we find a way to double the 
production per man. Suppose we decide to reduce 
the work week proportionately to the increase in 
productivity — that is, to twenty-five hours. If we 
want to get the maximum value from the improve- 
ments we shall, however operate the factory fifty 
hours, using two gangs of men twenty-five hours each. 

Subscribing to the theory that the worker should 
receive the same total wage as before, we double 
his hourly rate. 





Making Everybody Happy 


What are the effects on the costs? The material 
cost remains the same. So does the labor cost; for 
while hourly rates have doubled, so has production 
per hour. 

The total overhead expense of the factory will 
not have increased any to speak of—let us assume 
not at all—but by virtue of the increased production 
it is spread over twice as much output and so is 
half as much per unit. It is now only a dollar 
where formerly it was two dollars. The total cost 
is now three dollars as against four. 

If the product can be sold in sufficient volume at 
the old price to take care of production, the manu- 
facturer profits to the extent of an extra dollar on 
each unit produced—and he is producing twice as 
much as before. 

If he finds that he needs to offer a price induce- 
ment to stimulate sales, he has a nice new extra 
margin to play with, which should be ample to cover 
both price reduction and increased profit. 


FREDERICK A. SMITH 
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It would evidently be much better to shorten hours 
and give everyonea job. But if the short work week is 
to be of any permanent value to the worker or to busi- 
ness as a whole, the worker must get at least as much 
wages per week as before. It is this which sticks in 
the crop of many business men. 

Yet that is just what has been done in the past; 
nor have costs increased in proportion to wages. 
To be as exact as the statistics permit: while for all 
industry the length of the work week was declining 
from 58.4 to 49.8 hours, the average weekly earnings 
were rising from $10.88 to $31.24 and the real earnings, 
the purchasing power measured in commodities, in- 
creased 22.6 per cent. 

That result, which our grandfathers would have 
believed impossible, came from improved methods 
and tools. If no further possibilities of increasing 
production per man-hour exist, then obviously we 
can not possibly pay present weekly wage scales for 
half as many hours without throwing most if not all 
manufacturing companies into bankruptcy. What, 
then, are the prospects? 

“I am convinced,” says Benjamin A. Franklin, 
vice president of the Strathmore Paper Company, 
“that any operation in any business can be im- 
proved by close study, that still further study will 
show still further improvements that can be made, 
and so on almost without end. Methods are not 
right unless they are the best. The best of today 
may be mediocre to-morrow.” 


Doubling the Output 


“Take as an example our own concern, which has 
always at least kept up with the current best methods 
of the industry. Some ten years ago we determined 
to find out whether we could not increase the produc- 
tion of our paper-making machines sufficiently to 
take care of a 25 per cent increase in our business. 
The machines were even then giving a high rate of 
production. 

“By going into every detail of operation we finally 
were able to increase the efficiency of the machine and its 
attendants sufficiently to give the greater production 
we wanted without buying any additional equipment. 

“A few years later the question again arose as to 
whether we could step up the production of that ma- 
chine to take care of another jump in sales. In view 
of the former increase it seemed unlikely, but never- 
theless we were able to do it. 

“We have made such studies frequently, and every 
time we have boosted production. In the past ten 
years we have doubled the hourly output of our ma- 
chines; it is entirely possible that in another ten 
years we shall have again doubled their output.” 

Now if hours are to be shortened and total wages 
kept the same, the resulting increased hourly earnings 
must come from somewhere. They cannot generally 
come out of the employer's profits, for most manu- 
facturing enterprises do not make an excessive mar- 
gin. With competition as acute as it is, profit mar- 
gins cannot be excessive. Furthermore, American 
business men have learned that the greatest total 
Profits come from keeping unit profits so low as to 
attract buying by virtue of low prices. 

Nor can the higher wage rates come from higher 


prices to the consumer, for that would reduce sales, 
production, and employment and have us at best 
where we were before. 

They can come only from the savings in unit over- 
head expense which result from increased production. 
Frederick A. Smith, president of a firm of industrial 
engineers and public accountants, shows how that 
would work out in the box on page 59. Incidentally, 
there is nothing revolutionary in the idea of giving a 
considerable part of the possible savings in labor costs 
due to improved methods to the workers as an incen- 
tive for them to use the new methods, the manufac- 
turer taking for his share the saving in overhead. 


Five-Day Week Just Ahead 


It is apparent, however, that increasing efficiency 
of production brings problems of unemployment which 
will have to be solved if we are to avoid widespread 
suffering. 

One way is to increase the purchasing power of 
the masses so that they can buy the greater volume 
of goods produced when all men have jobs. The 
other is to shorten the hours of work in order to make 
jobs for all—and incidentally to give workers free 
time in which to consume or wear out more of the 
things that industry is producing in increased volume. 

Edward A. Filene believes that wages should in- 
crease and hours of labor decrease for as far ahead 
as we can foresee. ‘“‘This increase in wages and de- 
crease in hours,” he says, ““must come only with 
higher production and lower unit costs. There are 
still great wastes in production, and much greater 
wastes in distribution. 

“The new conquering types of mass production 
and mass distribution are gradually decreasing these 
wastes, and from the savings thus effected it will be 
found profitable, from a purely business standpoint, 
to raise wages and shorten hours. Increased wages 
are necessary in order to provide the increased buying 
power necessary to absorb the increasing output of 
scientific mass production. 

“Hours of work will also decrease, because other- 
wise people would not have time enough to use the 
fruit of their increased production. A man working 
sixteen hours a day, for example, has use for little 
else than food, clothing, and sleep. 

““As to where the tendency toward lower hours 
will stop, it is difficult to say, but the five-day week 
is now advocated by many of the most successful 
business leaders and has been declared to be prac- 
tical by several of the important business organiza- 
tions. I believe that the indications are that a six- 
hour day will be adopted to a considerable extent 
within the next ten or fifteen years. 

“A stagger system of employment will probably 
be necessary, as one of the greatest factors of waste 
is to have plant and equipment idle.” 

As Filene suggests, the movement has two aspects. 
Both the hours per day and the days per week may 
be shortened. Both are happening. 

Recently the Kellogg Company cut its work day 
to six hours from eight and is reputed to have raised 
the hourly rate of wages 123} per cent—which, while 
a concession, obviously does not give quite the same 
weekly earnings. 
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Although hours worked per day have been de- 
clining for years, the movement toward the five-day 
week seems to have started about 1908. The Na- 
tional Industrial Conference Board found that in 
1928 about 270 manufacturing companies employing 
some 217,000 workers had gone on the five-day week. 
In addition the American Federation of Labor re- 
ported that in 1928 about 160,000 of its members, 
chiefly in the building trades, were working only five 
days a week. 


That Wasteful Half-Saturday 


For years it has been fairly common practice to 
work only a half day on Saturday. That has gen- 
erally been found to be inefficient. A considerable 
part of the four hours is taken up starting work and 
getting ready to quit. The workers are generally so pre- 
occupied with plans for the week-end that production 
suffers. And there is always a great deal of absence 
due to the willingness of many workers to sacrifice four 
hours’ pay for the sake of having a two-day jaunt. 

There are several ways in which the work could be 
arranged under a 25-hour week. In some industries 
it might be best to work a man three eight-hour days; 
in others it doubtless would be better to have a five- 
day week of about five hours each. 

The Kellogg Company finds it desirable to operate 
twenty-four hours a day. Formerly the method was 
to work three shifts of eight hours each; under the 
new plan four six-hour shifts are worked. 

Lewis J. Brown, president of Kellogg’s, finds that 
the efficiency of all manufacturing departments has 
increased as a result. “The theory,” he says, “‘is 
that of the relay race in which four members of a 
team, each running a quarter mile, can make much 
better time than one person running the whole mile. 

“Under our old eight-hour day half an hour was 
allowed for lunch. We found that during the first 
four-hour session the employees reached peak pro- 
duction about the end of the second hour, but by the 
end of the third hour the efficiency dropped in pre- 
paring for the luncheon period. During the four 
hours after lunch they never completely gained the 
efficiency they did in the morning, and dropped off 
during the latter part of the period in preparation for 
quitting time. 

“With the six-hour shift the employees are not al- 
lowed any lunch period. After starting work they 
continue straight through for six hours, reaching the 
peak of efficiency after the first hour-and-a-half, con- 
tinuing this through to the end of the fifth hour, and 
then gradually dropping off slightly in preparation for 
quitting time. 

“We operate on a 24-hour basis of five days a week 
during the winter months, and six days a week during 
the summer.” 

The Kellogg Company is not far from a 25-hour 
week right now. 

It is probable that with the 25-hour week will 
come a tendency to keep the plant working twenty- 
four hours a day for six or seven days a week. In 
some continuous processes it is compulsory to keep 
the equipment in operation twenty-four hours a day. 
In most industries that would be desirable from a cost 
point of view except for the risk of overproduction. 


Interest, taxes, depreciation, and some other items 
of overhead expense go on twenty-hours a day for 
365 days a year whether the plant is producing or 
not. The overhead incurred while the plant is idle 
is a dead waste that must be added to the cost of 
the goods produced during the time the factory is 
operating. To operate twenty-four hours a day re- 
duces the cost of a product considerably. 

One reason for our overproduction is that many of 
our plants are big enough to supply at least the nor- 
mal demand by operating one eight or nine hour shift 
a day. When business is good it is easy for them to 
go on two or three shifts and flood consumers with 
more goods than they can buy. We would be better 
off were our plants smaller. There is already some 
tendency to design them for operation on a 24. 
hour basis. 

So-called marginal producers also account for a 
good deal of the periodical overproduction from which 
we suffer. They are the plants which, because they 
are old-fashioned, inefficient, or poorly managed, 
cannot compete except when prices are high. They 
get mostly the scraps of business that the efficient 
producers throw to the dogs. They are, neverthe- 
less, demoralizing influences because their potential 
capacity is always ready to jump in and mess things 
up when business gets good. Even in ordinary times 
many of the more ignorant marginal producers upset 
an industry by cutting prices below the costs of their 
efficient competitors. We would all be much better 
off if such plants were scrapped. 


And Leisure to Consume! 


It is just possible that the 25-hour week might be 
the influence needed to correct overproduction from 
both of these causes. Apparent hardships have often 
helped business. Thus business men for a long time 
opposed the restriction of immigration on the grounds 
that it made wages outrageously high. 

Faced with paying the same weekly wage as now 
for half as much time, manufacturers would be 
doubly stimulated to reduce costs. As progressive 
manufacturers become more efficient the going will 
become harder for the inefficient, antiquated, ill- 
managed concerns. It may be that the 25-hour 
week, if it comes, will result in a badly needed mas- 
sacre of the marginal producers, and so reduce our 
tendency to overproduce. 

Part of the present overproduction will disappear 
as we increase our ability to consume. How much 
we consume depends first upon our purchasing power 
and second upon the amount of time we can devote to 
consuming, that is to say, to destroying, what we buy. 

With an eight-hour day the worker has time for 
an automobile, books, golf clubs, more and better 
clothes, motion pictures, more furniture and carpets. 
If he has to work only five hours a day he will wear 
out all these and other things much faster, which 
will increase his consumption provided he has suffi- 
cient buying power. The possible effect of added 
leisure on consumption is hard to overestimate. 

In the past, most of the arguments for shorter 
hours and higher wages have been based on humani- 
tarian considerations; today it seems that there are 
sound economic reasons too. 
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Fire Insurance War 











Agency and company are fighting the battle of economic survival of 


the fittest. 


Although premiums will not be affected, the outcome of 


the struggle is of importance to policy holders, especially business 


concerns where the question of service is vital. 


NE of these days there is going to be a show- 
O down in the fire-insurance business; when it 
comes the local agent will know whether he is 
to survive or to be supplanted by the English system 
of company branch offices. It is a question whether 
the stock-capitalized companies shall transact busi- 
ness over their own nation-wide counters or through 
the medium of the American agency system, a century- 
old organization by which they have attained an 
annual premium volume of six hundred million dollars. 
More than twelve thousand members of the Na- 
tional Association of Insurance Agents—controlling, 
they figure, about 75 per cent of this premium total— 
contend that the agency system cannot exist side by 
side with branch offices. Furthermore, if the change- 
over be inevitable, the agents have no desire to fur- 
nish premium income during a transition period in 
which they will be eliminated gradually from the 
distribution of fire insurance. They are asking, there- 
fore, an immediate showdown, a declaration by the 
companies for or against the branch-office principle. 
Becoming vocal as one, the organized .agents have 
informed the companies that they cannot continue 
to render their customary agency service in compe- 
tition with the hordes of newly appointed soliciting 
agents created by and operating out of the branch 
offices. Both types of agent, it is said, generally 
receive the same commission, ranging from 20 to 25 
per cent of the premium. The established local agent, 
however, complains that he must pay rent, salaries, 
advertising, and other overhead, and usually a broker- 
age fee of 10 or 15 per cent, whereas the company 
furnishes its corps of solicitors all essential agency 
facilities free of charge. 


Amateurs Crowd the Field 


The local agent, not unmindful of the dignity of his 
Position in the business community, is mortified by 
the kind of solicitor generally attached to the branch 
offices—particularly the greenhorn, or non-policy- 
writing agent (sometimes a broker in disguise), who 
gets his 20 or 25 per cent nevertheless. A survey 
made by an agent showed that one Philadelphia com- 
pany had appointed more than one thousand eight 
hundred agents in that city alone. Some of these 
scouts were chiropractors, others constables, still 
others druggists and undertakers. 


Thus far the branch-office situation has become 
acute, from the agents’ viewpoint, only in New York, 
Newark, Philadelphia, Pittsburgh, Baltimore, Mem- 
phis, and Dallas. The time will come, however, the 
agents gloomily predict, when each key city will have 
its branch office, directing regional corps of solicitors 
who will blanket the surrounding small towns where 
the local agent now appears secure. 

The opinion of company executives on the sub- 
office trend is positive but not unanimous. There 
are no stock fire companies definitely committed to 
a branch-office policy. A majority of the companies, 
the agents charge, are quite satisfied to feed out of 
both agency and branch troughs, if they may. The 
branch-office movement has gained its greatest 
impetus fortuitously from the growth of casualty 
insurance, a type of business which demands branch- 
office administration. The practice of many com- 
panies, wherever it became necessary to establish a 
branch office for casualty business, has been to roll up 
their casualty and fire lines in the same ball. 


Every Man His Own Agent? 


Not a few of these offices supplemented or replaced 


_agencies whose owners had become old or lacking in 


the incentive and energy required to meet competitive 
conditions. In addition, the companies discovered 
that their numerous branch-office solicitors turned in 
a significant volume of dwelling risks that both brokers 
and agents had failed to obtain; individually small but 
large in the aggregate, these risks constitute one of 
the most profitable classifications of fireinsurance. The 
agents insist that in rounding up this type of business 
the companies are fast making an agent of everyone 
who controls a single risk and are tending to create a 
discount privilege for the average buyer of insurance. 
Such changes, like all business practice, are the 
product of evolution, the executives argue. Far from 
being a new trend, over-the-counter business has been 
transacted by home offices since the beginnings of 
fire insurance. Branch offices have been in existence 
in the larger cities for upward of fifty years without 
complaint from the agents. The companies there- 
fore regard the right to do an over-the-counter busi- 
ness as a prerogative well grounded in precedent. 
Obviously, they intend to supplement agencies 
with sub-offices where this will increase premium 
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production. The trend in two eastern cities is signifi- 
cant: Fifteen fire companies not domiciled in New York 
City maintain branch offices there; six have moved in 
since January 1, 1931. In Philadelphia there are forty 
offices, home and branch, transacting business directly 
over the counter with insurance brokers or the public. 

To the local agents’ protest, company executives 
reply that they are seeking the most economical 
method of selling fire insurance. When that method 
is found it is bound to prevail, no matter if it means 
the end of the established agent. 


Salary versus Commissions 


“Most economical,” in this case, is not to be con- 
strued as meaning cheapest. Fire insurance rates are 
not to be lowered by the branch-office plan because 
business acquired by this method admittedly costs 
more, perhaps by 10 per cent, than that obtained 
through agency channels. 
sition or selling cost is justified, however, by the ad- 
vantages of direct and continuing Company control 
over the risks underwritten. Some executives go so 
far as to say that the agent is an unnecessary com- 
pany adjunct in the larger cities; they foresee the time 
when there will be no agents but branches everywhere, 
with salaried solicitors, and the only commissions 
paid will be 10 per cent fees to alert brokers. 

Heretofore the stock fire companies have had no 
national organization before which the agents could 
lay their grievances, but that is being remedied now. 
Acting upon the suggestion of the agents, the Insur- 
ance Executives’ Association has been set up. It is 
comprised of executives of the companies that are 
members of the four major regional organizations— 
the Eastern, Western and Southeastern Underwriters’ 
Associations and the Board of Fire Underwriters of 
the Pacific. Through this medium it is anticipated 
that some compromise can be reached to avert the 
agents’ threatened boycott of companies doing busi- 
ness over home or branch-office counters. 

Meanwhile the branch-office controversy plagues 
the business—and retards agency sales effort, no 
doubt—at a time of sharply declining premium totals. 
In creating the unfortunate situation that exists, 
company and agent have collaborated. At the root 
of the trouble lies the scramble for premiums which, 
begun in the flush times following the war, continues 
unabated. 

During the late boom, the fire-insurance business 
was egregiously overcapitalized. New money was 
dredged into old stock companies and many additional 
concerns were formed, bringing into existence more 
agencies to act as their feeders. Pressure of compe- 
tition steadily forced premium rates downward. 
(The 1931 premium dollar, based on the rate per $100 
of insurable values, stands at about 80 cents in com- 
parison with its 1921 worth of $1.07.) Commission 
rates, officially or otherwise, were scaled upward in 
proportion to the decline of the dollar on which com- 
missions were paid. The stock companies squeezed 
one another, and the oncoming mutuals and recipro- 
cals, until most of the profit was drained out of the 
deflated premium dollar. 

It was an era in which cut-rate business was dearly 
bought, even by hitherto conservative companies. 


This additional acqui- : 


for OCTOBER 


Nor were the agents innocent bystanders. Their 
importunate demands for more commissions and 
extraordinary concessions for favored brokers or 
clients—on the threat, it is painful to record, of 
“kicking the company out of the agency”—tended 
to heighten competition. The established local 
agent, the companies charge, came to be less and less 
their representative and more and more the special 
pleader for the assured or his broker. 

Greed for commissions also induced some agents to 
violate their agency compacts and to divert business 
from their own standard companies to those outside 
their agencies which were willing to pay a higher 
price in commissions for business. These non- 
affiliated companies usually demanded the best class 
of risks in exchange for excess commissions, so that 
only the less desirable business was left for the con- 
servative underwriter. 

Since October, 1929, a number of sickly companies 
have failed or retired from business, thereby some- 
what impairing the treasured theory that stock- 
capitalized companies are more stable than their 
mutual and reciprocal cousins, which recently have 
experienced their share of embarrassment too. Still, 
some executives feel, there are 25 to 50 per cent more 
companies today than the dwindling premium volume 
justifies. By explanation, they cite the expense fac- 
tor inherent in the handling of so many pieces of 
paper (policies) which makes it impossible to reduce 
overhead in anything like direct ratio to a shrinkage 
in premium income. 

Competition, it might be imagined, would diminish 
in intensity during the stabilization period succeeding 
the boom. Instead, it has grown worse. With the 
general decline of business activity, insurable values, 
governing total potential premium income, dropped off 
approximately 30 per cent. Nowadays every decline 
in commodity price averages and in car loadings, 
carrying insurable goods in transit, brings a moan 
from the companies’ production offices. 


Not a Private Fight 


These, then, are the circumstances that led to the 
present company-agent controversy. It is by no 
means a private quarrel. The public, as represented 
by the insurance commissioners of the various states, 
will have an arbitral voice in determining the future 
course of the underwriting companies, which are 
among the most regulated of all corporate entities. 
Already it is indicated that the agents may have a 
valuable ally in these guardians of the public interest, 
who at their last annual gathering reprimanded the 
fire companies for their rising acquisition costs. 

Of course, it is possible that the companies will find a 
way, by scaling down commissions to non-policy- 
writing agents and by combining further fire and 
casualty lines in the same branch office, to reduce 
their acquisition costs. Such a turn of events would 
leave the local agent with just one trump card, his 
considerable influence and unflagging zeal in protect- 
ing the common interest of company and agent from 
the onslaughts of state legislators. Whether the local 
agent can show an economic raison d’étre or not, he 
is a useful fellow to have around when the legislatures 
are talking taxes—and the companies know it. 
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The Story of the House of Squibb 


by WILLIAM A. McGARRY 


Part ONE 
THE MEETING OF A HUMAN NEED 


GREAT human need always produces the men, 
A the money and the materials required to satisfy 

it. History shows this to have been true even 
in the past, although then the pace of progress was so 
slow that it was currently invisible. Time was at work, 
but only the gifted few were aware of it. 

But now Science, the vehicle of these gifted ones, has 
been organized. No longer is it the starveling of a 
busy world. Capital has rallied to its standard. Com- 
merce, needing it as an instrument, has become its serv- 
ant. Industry has furnished it with machines, and 
Science in turn is supplying these forces with new ma- 
terials, new processes, new outlets. 

All of this is to say that the time factor in progress 
is being reduced year by year, day by day, hour by 
hour. The world need wait no more for human need 
to assert itself through the slow motion of the cen- 
turies. Today it is being sought, anticipated and—in 
many instances—supplied even before it has developed. 

The men, the ideals and the business principles of 
E. R. Squibb & Sons have played more than a passing 
part in this happening. Directly through their prod- 
ucts and indirectly by the force of their example they 
have contributed—by admission even of their com- 
petitors—more than a pro-rata share to the prolonga- 
tion of human life, the promotion of human health, 
the curtailment of disease. 

An ideal arising in a human need furnished the in- 
spiration for this series of achievements. For close to 
five and seventy years it has been carried on by an ever 
growing organization under the influence of a few men. 
Dr. Edward R. Squibb was the first of these—the 
Founder of the House. Theodore Weicker—in associa- 
tion with the late Lowell M. Palmer, capitalist—picked 
up what Dr. Squibb had fashioned when otherwise it 
might have been lost to the world, stimulated it to new 
life, and now in codperation with the senior Palmer’s 
son, Carleton H. Palmer, is carrying its benefits to 
millions. 

More than any one else, Theodore Weicker realized 
that in so doing he assumed an obligation to mankind. 
Acquiring a name famous in medical, pharmaceutical 
and kindred professional circles, he has maintained it 
with the professions and extended it to the general 
public. It is more than ever imperative now that this 
name should be upheld, and the blessings it has fur- 
nished to mankind increased and multiplied. 

The business founded by Dr. Squibb is shortly to 
turn a corner leading to the rounding out of its first one 
hundred years. In 1933 it will have been in existence for 
three quarters of a century. Carried on according to the 
Principles, precepts and practices of its founder, it holds 
Possibilities for human service defying the imagination. 


This is the story of how the name was built and how 
it has been upheld—the story of how Theodore Weicker 
dramatized it to fire the minds and hearts of two thou- 
sand other men and women with the measure of his own 
patient zeal for its preservation. It is set down here 
as something more than a tribute to any one man or 
set of men. It is a pledge by the House of Squibb. 


Part Two 
THE MAKING OF A NAME 


VEN in this day and age when sharp practice in 

business has been outlawed, Edward R. Squibb 
would be described as a man who leaned over back- 
wards in his integrity. He was born in Wilmington, 
Delaware, in 1819, and at the age of eighteen became 
apprenticed to a Philadelphia pharmacist, where he 
worked in the chemical laboratory and in the prescrip- 
tion department. Five years later he entered Jefferson 
Medical College, also in Philadelphia, obtaining his 
medical diploma in 1845. 

The characteristics that set Dr. Squibb apart in later 
years began to manifest themselves while he was still 
in college. On his graduation he was offered the high- 
est honor—the joint post of demonstrator of anatomy 
and librarian and curator of the Museum. He elected, 
instead, to practice medicine. 

It was Dr. Squibb’s intention at that time to become 
a surgeon. When the Mexican War was started in 
1847 and he volunteered his services, he was commis- 
sioned as an assistant surgeon and assigned to the 
U. S. Brig Perry. Later he served on the’ store ship 
Erie and on the Cumberland, seeing service in South 
American waters, the Mediterranean and many other 
parts of the world. 

The assignment to the store ship marked a turning 
point in Dr. Squibb’s life. It was made in recognition 
of his zeal and skill in the field where he was the un- 
questioned pioneer. Much earlier in his medical career 
he had begun to work, virtually single handed, for the 
establishment of higher standards of purity and uni- 
formity in drugs and for a more accurate knowledge 
of their potencies and uses. 

Anaesthesia was his chief concern in this direction, 
and that also throws much light on the deep wells of 
his humanity. At that time—until his work remedied 
the situation years later, most operations were per- 
formed without anaesthetics. Today even the thought 
is anightmare . . . patients, already racked with pain, 
strapped fully conscious to operating tables . . . the 
healing hand of the surgeon compelled to function first 
as a torturer. 

Anaesthesia was the great human need—a need that 
had been intensifying through the centuries. It had 
been recognized increasingly by medical men for many 
years. Ether and other anaesthetic agents had been 
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available, but they were so variable in quality and so 
uncertain in action that most surgeons would not double 
the risk to the lives of their patients by using them. 
Most patients, likewise, preferred to die rather than to 
face the agony of the knife. 

The records fail to show exactly when Dr. Squibb 
conceived the idea of his steam ether process, still in 


use today without any basic change. In July of 1852, 
however, his experiments in this direction had reached 
a point where again they were recognized by the Gov- 
ernment. He was assigned to the Brooklyn Naval 
Hospital to organize a laboratory, and in the same year 
began to experiment in the manufacture of ether by 
steam heat. 

The process was not perfected for some time. In the 
ensuing year Dr. Squibb made and discarded no less 
than fifteen stills. He made and scrapped five more 
before he was satisfied with the operation. There is 
evidence that a great deal of the actual physical labor 
was performed by his own hands. 

When ether purity had been brought to the standard 
set by Dr. Squibb and production equalled naval and 
military demands, he turned to chloroform. Thereafter, 
over a period of four years, an amazing list of contri- 
butions and discoveries came from his laboratory. He 
developed new processes for the manufacture of fluid 


It was Theodore Weicker, executive vice- 
president of the concern, who dramatized 
“Look for the Priceless Ingredient’”—a 
slogan which has become an advertising 
classic—and who expanded the business 
without sacrificing the founder’s ideals. 


extracts by which the highest quality could be obtained 
from available raw materials. He assayed opium, in- 
vented and perfected the use of cocaine for use in 
operations. 

So extraordinary were the contributions of Dr. 
Squibb, so far-reaching their influence, that in 1857 
commercial opposition developed. It led to political 
maneuvers and the killing of the Congressional appro- 
priation for the Naval Laboratory. Dr. Squibb re- 
signed his commission and started, with the assistance 
of Dr. J. Lawrence Smith of Louisville, Kentucky, to 
build a plant for the manufacture of ether. 

What had happened was that the fame of Squibb 
purity standards, made only for use in the government 
services, had spread beyond to the entire medical and 
pharmaceutical professions. A demand had been set 
up for like standards, and commercial manufacturers 
of that day were unable or unwilling to meet them. A 
contest started that has been going on ever since, with 
the House of Squibb winning its points one by one—a 
contest for a quality pure and reliable. 

The venture with Dr. Smith did not last long. The 
human need was too great for Dr. Squibb to remain in 
an enterprise where his efforts were handicapped. In 
1858 he was asked by Dr. R. F. Satterlee, Chief Med- 
ical Officer of the Army, and later Surgeon General, to 
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Carleton H. Palmer now heads the House 
of Squibb, in which his father, the late 
Lowell M. Palmer, became financially in- 
terested twenty-six years ago. His re- 
sourcefulness and sound business judg- 
ment have contributed to preserve the 
time-honored name. 


return to the East and establish his own laboratory, not 
only for anaesthetics but for the manufacture of med- 
icinal chemicals and drugs generally. 

The House of Squibb was established in that year, 
in a narrow three-story Brooklyn building, replaced 
long since by the vast Squibb plants. It has met with 
great disasters from the start, yet it has gone on. The 
first plant burned down before it had been in opera- 
tion a year. A worker dropped a bottle of ether and 
the ether thus released exploded. 

That, it soon developed, was only a minor catas- 
trophe. The major one was to the Founder. In the 
fire, Dr. Squibb was so terribly burned that for many 
months his life was despaired of. 

Long before he had left the hospital, members of the 
medical profession had subscribed more than enough 
funds to build a new laboratory. It was more essen- 
tial to them than it was to Dr. Squibb. They went to 
the sick man and offered this fund as a gift, without 
strings to it. Dr. Squibb accepted it—as a loan. This 
loan, in time, was fully paid off together with interest. 

The Laboratories grew and also their facilities. In 
the Civil War emergency, Dr. Squibb was relieved by 
executive order of the necessity for making competitive 
bids. He was told to produce to the utmost at his 
own price—he could be trusted. The price, the records 





show, was the cost, plus so small a margin of profit that 
it would be considered negligible today. 

Measured by present commercial standards, the 
growth of the business was slow, but that of the name 


was rapid. In medical and pharmaceutical circles it 
was used as a challenge to all other manufacturers. 
In 1860 Dr. Squibb was a member of the U. S. Phar- 
macopeia Revision Committee. He declined to serve 
on later committees, but he had more than any other 
man to do with the elevation of official standards of 
quality. He worked by force of example 

When the founder died in 1900, the business was 
carried on by his sons, Dr. Edward H. and Charles F. 
Squibb. The Brooklyn Eagle paid him then the fol- 
lowing tribute in an editorial: 

“His influence on medical thought, medical practice 
and on public health was not unlike that of the Gulf 
Stream on climate or the Nile on soil.” 


PART THREE 
THE PRESERVATION OF A NAME 


F Theodore Weicker had been born ten years earlier 
or later, the story of the House of Squibb might 
have ended shortly after the death of its Founder. At 
any one of several possible turning points in his career, 
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if he had been diverted from the pursuit of an ideal, 
the fulfillment of a great human need might have been 
delayed indefinitely. 

Theodore Weicker was born in Darmstadt, Germany, 
in 1861; spent his boyhood in that ancient city and 
was graduated from the Realschule (equivalent to our 
high school) at seventeen. From then until he had 
attained middle age there was no exact parallel in his 
experience to that of Edward R. Squibb. One oper- 
ated in the marts of the world, the other was cloistered 
in a laboratory. 

The similarity of the aims of the two men, however, 
grows ever more striking as their careers are traced 
and followed, year by year. Each made repeatedly 
what many of their best and most honorably-minded 
friends regarded as commercial mistakes—unnecessary 
sacrifices. Undoubtedly there were times when neither 
could have explained the mystical force that impelled 
him to put aside personal and financial interests, to 
follow the star of an ideal not yet visioned in the whole. 

Theodore Weicker met and made the first of these 
decisions when he was only twenty-one. On his gradu- 
ation he had joined the two-century-old German chem- 
ical house of E. Merck at Darmstadt. In four years 
he had advanced to executive position. 

So rapid was his rise that it might well have turned 
the head of many another young man. Not so with 
him. Theodore Weicker seems to have been guided 
from his earliest years by an outlook upon the world 
which almost precluded self-consciousness. Beginning 
at a salary of fifty marks a week, his pay had been in- 
creased to a figure so large for a youth of twenty-one 
that it became a matter of pride to his family and 
friends. His future, they felt, was assured. 

Then Theodore Weicker gave the first sign of that 
dominant and forward pressing spirit which, in a 
quarter of a century, was to equip him for his ultimate 
work in life. He told his astonished business superiors 
that he wanted to see more of the world before settling 
down, that the city of his birth was too restricted in 
the experience it had to offer, and that he intended to 
resign. In deference to their protests, he postponed 
the action, listening to advice, turning it over in his 
mind. But in the end he had his way. 

In 1882 the youth went to London. By utilizing his 
old business connection, he might have moved at once 
into employment, but that was not part of his plan. 
It was his purpose to find new work for himself. He 
soon realized, however, that this was not as easy as it 
had been at home. His English then was none too 


Research is the order of the day in the Squibb 
biological laboratories at New Brunswick, N. J., 
site of epochal contributions to medical science. 


good. He was extremely young. The experience he 
related to various prospective employers seemed out 
of line with his age. 

Theodore Weicker settled down to a siege. He was 
urged by his former superiors to return to Darmstadt 
and resume his old post. He was offered other employ- 
ment in his own country, but he had set out to find 
work in London, and grimly he determined to succeed. 
And he did, although it took him two months of un- 
remitting search. At a hundred and twenty pounds 
sterling per year, he went to work for a general export 
house, and almost immediately he was placed in charge 
of one of its important departments. 

Previous attempts by this concern to do business in 
certain foreign markets on a large and organized scale 
had resulted in failure, but the training and experience 
Theodore Weicker had obtained at Darmstadt had 
taught him many things about foreign trade. He laid 
out a completely new plan, and it worked so well that 
at the end of his first year he was sent to Spain to 
investigate market conditions and to establish connec- 
tions. He was so successful that in each of the two 
succeeding years he went back to Spain to organize and 
capture that market more completely. Then he spent 
five months in the West Indies and the Central Ameri- 
can republics on a similar errand, and again succeeded 
where others had failed. 

Returning to London with his future again assured, 
Theodore Weicker learned that his father was seriously 
ill. Without an instant’s hesitation, he sacrificed his 
post and went back to his home in Darmstadt. There 
he was informed that his father would require time 
for recovery and in order to be near him, the young 
man returned to his former position with the House of 
Merck. His old success was repeated now on a larger 
scale. 

A year later, his father having regained his health, 
Theodore Weicker suggested to the firm that it estab- 
lish its own representation in the United States. Busi- 
ness with the rapidly growing republic had been in- 
creasing steadily, but he was convinced it was not as 
large nor as satisfactory otherwise as it might be. The 
firm then paid him the compliment of suggesting that 
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THE STORY OF THE 


he go to the United States, offering to appoint him its 
agent, with the understanding that he could extend his 
relations to other non-competitive houses. 

In 1887 he sailed for New York, with the prospect 
of an independent and assured career. Immediately 
on arriving, he applied for United States citizenship, 
acquiring this status in the shortest period provided by 
the law. He undertook a careful study of market con- 
ditions and made a full report of his findings to Darm- 
stadt. In this report he offered to surrender his inde- 
pendence and pleaded with the heads of his firm to 
establish their own American branch, and not merely 
an agency. They agreed and throwing over a two- 
hundred-year-old tradition, made him a partner in 
the American enterprise, sharing in the profits in addi- 
tion to his already large salary. 

The extraordinary record of Theodore Weicker dur- 
ing the next fifteen years as managing partner of 
Merck & Company, New York, is only of incidental 
interest to the story of the House of Squibb. He 
found time, despite the exacting demands of his busi- 
ness, to study at Columbia University and to acquire 
two degrees—graduate in pharmacy and graduate in 
pharmaceutical chemistry. In passing it might be 
noted also that he is a member of the Columbia Uni- 
versity College of Pharmacy, and for many years has 
been a Trustee thereof. 

During all these fifteen years in the United States, 
he had been forming an acquaintance with the proud 
history of Dr. Squibb. At first he was unaware of it, 
but he knows now that his path was slowly converging 
toward that of the man whom he was destined to fol- 
low in the direction of the House of Squibb. In differ- 
ing fields of effort, at different periods of time, they 
had both moved toward the same objective. 

In 1905, Theodore Weicker made the third big step 


That the policies of those who have controlled the 

destiny of E. R. Squibb & Sons are eminently 

sound is mutely attested by this huge Brooklyn 
plant. 
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in his career when he joined with the late Lowell M. 
Palmer, a leading capitalist, to buy and preserve the 
name of E. R. Squibb & Sons. 


ParT Four 
FULFILLMENT AND PROPHECY 


NE bookkeeper handled all the office work of the 
House of Squibb when Theodore Weicker took 
over the company in 1905. One salesman handled all 
the direct contacts with the trade. The laboratory had 
about one hundred employees. Squibb quality stand- 
ards had been conscientiously developed and main- 
tained, but the business as such had received scant 
attention. From the commercial point of view there 
was only a name. 

But Theodore Weicker brought more than his keen 
commercial acumen and business imagination to bear 
upon that name. Educated abroad and in the United 
States, a traveler through many lands, linguist—com- 
manding English, French, German and Spanish—he 
had a liberal and practical education, a standard of 
cultured judgment and appreciation, rarely found then 
in men of affairs. 

In the name built by Dr. Squibb by half a century 
of unswerving adherence to an ideal, Theodore Weicker 
saw more than a mere business opportunity. He visu- 
alized something new and revolutionary in business. 
This was referred to then as an impractical dream, 
impossible of fulfillment. Today it is characterized 
as a flash of inspiration. 

What he saw was a new approach, an idealistic con- 
ception of policy and method, which would enable the 
company to carry to all members of the professions it 
served and to the general public as well, the benefits 
then limited—through lack of organization—to the 
professional few. He proposed not only to supply the 
commercial organization, but to conduct it on the same 
basis of integrity and high ideals established by Dr. 
Squibbs for his laboratory. 

To accomplish these ends, Theodore Weicker set out 
then to dramatize the name and the standards it rep- 
resented. Boldly he took the stand that generally 
existing commercial practices were a sign of ineffective 
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management and limited vision; that the idealism of 
Squibb was the soundest and most enduring form of 
good business. Today none would question this, in 
theory at least, but that, be it noted, was a quarter of 
a century ago. In the light of present knowledge, 
Theodore Weicker was a pioneer; but then, in the view 
of many, he was only a visionary. 

Only a master executive could have carried out the 
plan. Beginning, as the Founder had done, in the 
laboratory, Theodore Weicker added gradually to the 
line, demanding the same exacting standards of quality. 
Step by step he built up the personnel of the labora- 
tory, the production department, the sales force, the 
office staff and the organization generally. 

In each instance, then or later, he was successful in 
finding: men for the key positions, at once idealistic 
and practical, capable of being fired by his enthusiasm. 
F. W. Nitardy in Production, R. D. Keim in Sales, 
Dr. John F. Anderson in Biological Research—all of 
whom have been described by Mr. Weicker himself as 
among the builders of the name and fame of the House 
of Squibb. 

Even more important, however, were the happy as- 
sociations that Mr. Weicker found in the creative as- 
pects of the work he had set out to do. At the begin- 
ning of his career with the House of Squibb, most, if 
not all of the financial management had been taken 





Dr. Edward R. Squibb, who 

founded the house that bears 

his name in 1858 and stood out 

unflinchingly for quality of 
product. 


off his hands by Lowell M. Palmer. 
The two men continued in a har- 
monious and constructive working 
teamship until the latter died in 1910, 
after some years of failing health. 

Then, Carleton H. Palmer, his son, 
returned from the war, and a new 
team was formed. By heredity and 
training, Mr. Palmer had developed 
a grasp of financial affairs and of 
business organization and administra- 
tion, providing a perfect counterpart 
for the work of Theodore Weicker. 
The latter extended, the former con- 
solidated the influence of the house 
in a constantly widening range of 
markets. Young, energetic and filled 

; with confidence in the great mission 
of the business, Mr. Palmer plunged 
into the task of preparing the way for 
even greater growth. 

Many milestones stand out to mark 
the progress of the House of Squibb 
under these successive leaderships. 
Among the more important contri- 
butions were the publications of 

Squibb’s Ephemeris, Squibb’s Ma- 
_ teria Medica, Squibb’s Memoranda 

to the Medical and Dental Profes- 

sions—all standard reference period- 
icals. In these pages, in condensed form, appears much 
of which the general practitioner or specialist must 
know about the drugs he uses. 

Still another forward step was the decision to follow 
the trend of medical science, which led to the establish- 
ment of the Squibb Biological Laboratories and Re- 
search Laboratories at New Brunswick and the vast de- 
velopment of the manufacturing laboratories, both at 
Brooklyn, N. Y., and at New Brunswick, N. J.—but the 
cumulative effect of these and similar fundamentals, it 
soon became evident, was even greater than their im- 
mediate value. It supplied the foundation for a new 
achievement of epoch-making proportions. 

Theodore Weicker, studying the needs of mankind 
from the vantage point of his long and varied experi- 
ence, strengthened by his inherent idealism and a fine 
sense of honor, had been shocked and disturbed by 
the flood of nostrums and quack remedies on the 
American market. He had noted that the sale of 
these products was heaviest among the uninformed 
mass of readers of the daily papers and popular mag- 
azines. 

To meet the situation, Mr. Weicker conceived the 
idea of extending to the general public, under strict 
professional supervision, certain information previously 
available only to the discerning few. The House of 
Squibb already had a line of products indorsed by 
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physicians for home use, for the protection and preser- 
vation of health and the prevention of disease. Mr. 
Weicker visualized the development of this line as an 
educational measure thoroughly in accord with the 
high ideals of the medical profession. 

What is regarded by many as Mr. Weicker’s crown- 
ing achievement is the method he proposed to reach 
this objective. Up to that time, the House of Squibb 
had advertised only to the medical profession. He put 
forth an educational plan to make known to the broad 
public the name and ideals of the house through the 
advertising pages of the public press. This, he felt, 
would be .a real contribution to the welfare of the 
people. 

It is not generally known now, even in medical 
circles, but the fact is that when this plan was first 
broached, Mr. Weicker was told that it was impossible. 
Any step in the direction of consumer advertising, it 
was asserted, would destroy the professional reputa- 
tion of the House and ruin its ethical 
standing. 

Very much the same thing had 
been said fifteen years earlier when 
Theodore Weicker took over a name 
and proposed to use it as the founda- 
tion for a business which would have 
as its aim the meeting of human 
needs. Therefore, he was not dis- 
turbed or dismayed. Patiently, he 
explained. There was no element of 
greed in his plan. What he proposed 
to do would increase business, to be 
sure, but he insisted that such in- 
crease was only the inevitable by- 
product of a greater service to hu- 
manity, which would find hearty ap- 
proval from the medical profession. 

Through advertising, Theodore 
Weicker argued, he planned to pro- 
mote the elevation of purity stand- 
ards in medicinal products, to help 
the trade toward better business 
practices, to reduce prices. Again, 
as earlier, men shrugged their shoul- 
ders, only half convinced. Then 
Theodore Weicker made an inspired 
bit of writing the key to open the door 
into Squibb history, and to let in a 
flood of light. 

That key was the story of the 
“Priceless Ingredient,” an advertise- 
ment which has become a classic in 
American business literature. 

The heart of that message was: 


“In the City of Bagdad lived 
Hakeem, the Wise One, and many 
people went to him for counsel, 


In Furman - Street, Brooklyn, 

Dr. Squibb set up his first lab- 

oratory for the manufacture of 
medicaments and drugs. 


which he gave freely to all, asking nothing in re- 
turn. 

“There came to him a young man, who had spent 
much but got little, and said: “Tell me, Wise One, 
what shall | do to receive the most for that which I 
spend?’ 

“Hakeem answered: ‘A thing which is bought or 
sold has no value unless it contains that which can- 
not be bought or sold. Look for the Priceless In- 
gredient.’ 

““But what is the Priceless Ingredient?’ asked the 
young man. 

“Spoke then the Wise One: “My Son, the Price- 
less Ingredient of every product in the market place 
is the Honor and Integrity of him who makes it. 
Consider his name before you buy.’ ” 


After the purpose of the campaign and the method it 
was to follow had thus been made clear, The Journal 
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of the American Medical Association unreservedly in- 
dorsed the Squibb campaign, not merely as a thing 
permissible, but as a distinct contribution to public 
education and to the best interests of the medical pro- 
fession. 

A new coordination of the far-flung activities of the 
House then became possible, and here the good judg- 
ment and resourcefulness of Mr. Palmer became 
apparent. To him the object of the business divided 
itself into the serving of four major purposes: 


(1) The quality of Squibb products—the Priceless 
Ingredient—must be preserved and assured in 
the future at all costs. 

For sound economic reasons, a new relationship 
must be established between manufacturer and 
retailer—a relationship based on a plane far 
above current practice. 

Employee relations in the House of Squibb— 
always conducted on a basis of mutual under- 
standing and good will—were not to stop there. 
They, too, must be carried to higher ground so 
that the inspiration of the Founder would live 
on as an ideal to every person in the organiza- 
tion. 

To assure these ends in perpetuity, the business 
was to be conducted in such a manner as to 
stabilize and guarantee that reasonable profit to 
which those who had invested their capital were 
entitled. 


(2) 


(3) 


(4) 


It was not until 1929 that the outside world knew 
much about this program. Then came the time for a 
stroke of commercial genius. In that year, after a 
period of study, thought and experiment, Mr. Palmer 
announced the launching of The Squibb Plan Incor- 
porated. Its five-fold purpose has been described by 
a leading economist as follows: 


1. To make the retailer a true partner in the House 
of Squibb, in effect to make the Squibb business 
a part of his business, to the end that he may have 
a real personal interest in its growth. 

2. To guarantee the retailer a regular, uninterrupted 
return on the money actually invested in such a 
partnership, to the end that speculative risks may 
be eliminated. 

3. To provide for the retailer’s substantial partici- 
pation in the manufacturer’s profits, to the end 
that he may have a powerful incentive to co- 
operate. 

4. To provide equitable, proportional profit-sharing 
based on the individual druggist’s merits as a re- 
tailer, to the end that his rewards shall be in 
direct relation to his purchases of Squibb prod- 
ucts. 

5. And, since there is nothing altruistic about this 
plan, to build up a cohesive group of individual 
retail druggists with whom Squibb can coéperate, 
to the end that its sales and profits may be in- 
creased. 


The Squibb Plan was introduced in 1929, and, by 
increasing the business of the House, it paved the way 
to a second achievement, this time in employee rela- 
tions. 


Development of a new standard of employee rela- 
tions was accomplished over a period of years, one 
step forward at a time. The last of these forward 
steps was the announcement by Mr. Palmer that there- 
after all employees would operate on a five-day week 
without any reduction in pay. 

Other details of that announcement confirmed the 
economic soundness of Mr. Palmer’s methods. He 
pointed out that in the past ten years, production of 
volume in all departments had shown a constantly 
rising trend. Wages had been increased, hours had 
been curtailed. 

“Ten years ago,” he said, “the working week was 
forty-nine hours, today we operate forty hours a week 
—a reduction of 18.3 per cent. Production costs during 
this entire period have shown a constant decrease year 
by year, until today the company operates at the 
lowest cost per dollar of sales in its history.” 

The Advertising Campaigns, The Squibb Plan, Five- 
day-week and other steps of progress could not have 
been taken, it goes without saying, if the House of 
Squibb had not developed long ago, an amazing man- 
ufacturing efficiency—a precision and perfection in each 
of hundreds of large scale operations. 

Under this system, all raw material is analyzed and 
assayed, and must meet a standard of purity and gen- 
eral quality, in many instances higher than regular 
requirements. When it has met that standard, it goes 
into manufacturing operations; the lot is numbered 
and checked through every step of the process. 
Thereafter, it is tested again before being packaged, 
but the check does not stop there. A certain percent- 
age of finished and packaged product is taken from 
every batch or lot number. Part of it is tested again 
from time to time to determine that quality and 
strength are maintained in storage. 

In this connection, it might be noted that a few years 
ago, the House of Squibb received an unsolicited letter 
from the Navy Department. Someone, in going over 
old stores, had discovered a number of tins of Squibb 
ether. Each can was signed by Dr. Squibb and dated, 
and the year was 1862. Scientific curiosity naturally 
prompted a test. The letter set forth that although the 
modern Squibb tin, copper-lined, had not then been 
perfected, the ether showed no sign of deterioration and 
was still in excellent condition for use. 

This is a brief account of the building which has 
gone into the House of Squibb. 

Today it stands on a sound foundation, not only in 
its scientific work but also in its commercial activities. 
It is making ready for an even wider range of service. 
For seventy-five years, keeping pace with the medical 
and pharmaceutical professions, it has been conducting 
with them what might be called a stern chase after 
disease. 

But now the vision is forward to the prevention of 
disease. Equipped with the findings of the world’s 
scientists in their researches for the prevention of hu- 
man ills, the Squibb Laboratories are hard at work on 
the perfection of new products which may be expected 
to prolong human life and to keep it at maximum 
efficiency. The wide range of vitamin products is but 
one example of the new trend and new service, and no 
one can foretell what other and greater developments 
may come out of the labor of Science. 


Advertisement 
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ower Health League 
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Self-Directed 
Body Building Drills 
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ey up straight, take a deep breath and 
promise yourself three things — better 
health, better appearance and a greater capacity 
for success. 


The chances are that you have more brains 
than brawn and, like many others, lack the 
physical tone needed for your work what- 
ever it may be. 


Perhaps you will say, “I get enough exer- 
cise and I haven't the slightest desire to 
have big, bulgy muscles.” Bulgy muscles 
are not essential to good health. Occasional 
week-end games will not develop the physi- 
cal tone that comes only from regulated 
daily exercise the year round. 


The muscles you use each day are not the 
ones which need exercise. Those you do 
not use need it. If you will begin stretch- 
ing them this autumn, you will soon enjoy 
a sense of mental and physical well-being 
and be better fit to meet changing seasons. 


Will you try a few experiments in order to 
find out how many of your muscles are 


very much in need of exercise? Give your- "3} 


self fifteen minutes of intelligent muscle- 
stretching in your own room. Within 


twenty-four hours you will know which 


important muscles have been neglected. 






More than a million people have sent for copies of “Self-Directed 
Body-Building Drills’ and Exercise Charts. Each week thousands 
of letters come to the Metropolitan Tower telling how proper 
exercise has brought better physical and mental health to the 
members of the Tower Health League—the biggest gymnasium 
class in the world. From the Metropolitan Tower special radio 
exercises are broadcast in fifteen minute periods every morning 
except Sundays and holidays. You may choose your own class 


each morning at whatever time is convenient, between 6:45 and 
8:00 A. M. 





Metropolitan Life Insurance Co., Dept. 1031 Z 
One Madison Avenue, New York, N. Y. 


Please send me a free copy of “Self-Directed Body-Building 
Drills” containing diagrams and descriptions of the 32 exer- 
cises planned for the members of the Tower Health League. 








Where vacuum cleaners and electric washing 
machines have replaced brooms and wash- 
boards, and automobiles have made long walks 
unusual, many a good muscle has gone soft. 
Muscles intended to be used in chopping wood, 
pumping water, digging, planting, rowing and 

swimming are likely to be forgotten by 


PY those who burn gas or fuel oil, turn faucets 
A \ have no gardens and seat themselves com- 
wry, } fortably in power boats or motor cars. 
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Wake up the little-used muscles which 
need exercise. Your heart is a muscle and 
the walls of your blood-vessels, stomach 
and intestines are largely muscle. If your 
diaphragm—a muscle —is not exercised, 
your lungs can do only part of their 
work and the abdominal organs will be- 
come sluggish because they lack the stimu- 
lating massage which an active diaphragm 
gives. 


No one who has any organic weakness 
should exercise without the advice of a 
=. competent physician. Méisdirected or too 

= violent exercise may be harmful. Proper 
* and intelligently directed exercise promotes 
health for young and old and enables them 
- to get more joy out of life. 


METROPOLITAN LIFE INSURANCE COMPANY 


FREDERICK H. ECKER, PRESIDENT ~ ~ ONE MADISON AVE., NEW YORK, N. Y. 








74 


WORLD’S WORK /for OCTOBER 











And they said, 
Let us rise up and build. 
So they strengthened their 
hands for this good work. 


Nehemiah I,J8 


HAT the world needs today is more 
Nehemiahs and fewer wailing walls. 


Organizer, Builder and Engineer of his epoch, 
he faced and met conditions as he found them. 
Men, inspired by his leadership, recovered 
their will-to-do and re-achieved success. 


Save for greater magnitude today, conditions 
are parallel. They must be recognized, met 
and mastered. 


Essentially they reduce to the fact that the 
allowable spread for manufacturing and dis- 
tribution has diminished to a point where the 
ultimate of modern methods is imperative. 
Only thus can this smaller margin be made 
once more to produce sound profit for the 
manufacturer and adequate wages for workers. 


Products must be made profitably, but to sell 


for less. 


This is a task for the Engineer. Call him in to 
“strengthen your hands” in this day of indus- 
trial regeneration. 


J. E. SIRRINE & Co. 


Engineers 
Greenville South Carolina 





Shifting into Second 


(Continued from Page 27) 


index of physical output, productive 
activity has fallen from an average of 124 
during the boom months of 1929 to 82 in 
December, 1930. The rise which occurred 
during this spring carried the index to 90 
in March and April. In June there is a 
decline of several points. Such a re- 
cession after the initial rise is in accord 
with previous experience. A rise of one 
fourth from the December low would 
bring it to 103 at the close of 1951. 

That would still be far from boom 
activity. But it would make a great 
difference in the general psychological 
state of the community. The mere fact 
that profits are picking up once more 
will make people more ready to buy 
goods, and will accelerate the recovery 
now that it is started. 

It will remove the doubts of investors, 
too, as to the soundness of bonds and as 
to the maintenance of dividends on their 
stocks. This will bring rising security 
prices in both the bond market and the 
stock market. Since everyone feels 
himself better off when securities are 
rising than when they are falling, this 
situation will further stimulate con- 
sumer buying, especially in durable 
luxury goods. 

What has been said here about the 
decline in the prices of manufactured 
products and in retail prices will raise a 
question as to how it has been possible 
to increase profits in the face of declining 
prices. The answer is that while prices 
have been moving downward, another 
set of readjustments has been taking 
place. 

Costs of production have been falling. 
This is in part due to the decline in raw 
materials which has already been 
described. The manufacturer had in 
January, 1930, materials which had 
been purchased at the height of pros- 
perity. He entered 1931 with inventor- 
ies which were bought near the bottom 
of the price move. His labor costs, too, 
have declined. This is due not so much 
to the reduction of wages—although 
there has been more of this than is gener- 
ally believed—as to the great increase 
in the efficiency of labor and of manage- 
ment which has taken place and which 
is still continuing. Overhead costs, too, 
have been drastically reduced, and com- 
mercial credit for the merchant and 
manufacturer costs less. 

This set of readjustments in produc- 
tion costs places the manufacturer in 
position where he can satisfy the in- 
crease in demand as it develops without 
raising prices. The American manu- 
facturer can make money at these prices, 
if only he can get volume. With the 
downward readjustments in costs, eco- 
nomic equilibrium has once more been 
restored and business can run on an even 
keel at full speed on the new and lower 
price level. 
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critical, and the analytical. The first 
brings him in contact with the sales de- 
partment, the second with the buying 
department, and the third with the 
public. The first causes him the most 
trouble, the second gives him the most 
satisfaction, and the third the most 
concern. 

The sales manager, by virtue of his 
responsibilities, must be an enthusiast 
and an incurable optimist, who lives his 
life in the superlative degree. He is 
constantly asking the statistician to as- 
semble facts in support of his conten- 
tions and the statistician is just as con- 
stantly toning down this gentleman’s 
enthusiastic observations to the point 
where the facts will justify them. 

The head of the buying department 
who, more frequently than not, is a 
graduate statistician himself, is a con- 
firmed pessimist, a destructive critic, 
and a gentleman who can always dis- 
cern an ulterior motive and suspect one 
which is sinister. He is constantly ask- 
ing the statistician for analyses of facts 
and conditions to support his contention 
that the heads of various corporate en- 
terprises, seeking to obtain or to renew 
public participation in their affairs, 
neither need nor deserve as much money 
or as favorable terms as they request. 
The statistician’s constant problem is to 
convince this gentleman that neither 
facts nor figures indicate quite so dark a 
picture with respect to men and motives 
as is suspected. 

The requests for information from the 
public, whether direct or via the route of 
the salesman’s inquiry, usually have to 
do with securities which are owned, and 
almost never with securities which are 
under consideration for purchase. The 
function of the statistician in this con- 
nection is purely judicial, as it should 
be; and yet, the public will not have it 
thus. Nor does the public relish the 
truth unless the truth agrees with its 
own opinions. 

This is the phase of the statistician’s 
work which produces the public opinion 
of his cult, and this, if he values public 
opinion, is the phase to which he should 
address the most careful attention. 
Unfortunately, it is the phase which is 
the least productive of either profit or 
pleasure and, consequently, is the 
phase which is most frequently dele- 
gated to subordinates, with the net re- 
sult which already has been cited. 

Almost no one calls for a statistical 
analysis until they have begun to worry 
about their securities, and almost never 
do they begin to worry about them as 
soon as they should. The list of securi- 
ties which is submitted to the statisti- 
cian for analysis and comment consists, 
80 invariably, of obligations or equities 
in ailing, deceased, and, rarely enough, 
I convalescent industries, that the 
Statistician who is engaged in this type 
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LIVING 


BUILD ‘STAND-BY’ 


INCOME...WITH BONDS 


BONDS TO FIT THE 
INVESTOR 





COULD YOU LIVE THE WAY YOU'RE 
. . WITHOUT YOUR 





Suppose you failed to get your salary check this month. ..and next 
month ...and the month after that. Suppose you mever received 
another pay check. How long could you live the way you're living? 
Could you afford a car... educational advantages for your children... 
and all the comforts that go to make up your present living standards? 
* Most men rely upon personal earning power to give them the 
things they want. But such income is seldom reliable. Countless 
factors may affect it adversely . .. unexpected business difficulties .. . 
illness .. . the loss of your position through reorganization or a 
merger...and many others. Even though a man may be spared from 
these contingencies, advancing age will, in all but exceptional cases, 
eventually take its toll in lessened earning power. 

* Itis short-sighted to be dependent upon so uncertain a source of 
income. The sensible way is to establish a solid financial foundation 
for yourself that will enable you to face the future with confidence. 
You can build stand-by income with sound bonds .. . income that is 
independent of personal earnings and that will stand by you in times 
of unexpected reverses, and also in your later years when personal 
earnings almost inevitably decline. 

¢ Halsey, Stuart & Co., aims to serve those who recognize that well- 
secured income is the essential purpose of investment. Bonds are 
ideal for that purpose, and from its very beginning this house has 
confined its business to that class of investment securities. We shall 
welcome the opportunity to help you build a bond account which 
will provide stand-by income... to supplement and eventually re- 
place uncertain personal earnings. Our booklet, Looking Ahead 


Financially, discusses this subject fully. Write for booklet ww-x1 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO, 201 SOUTH LA SALLE STREET * NEW YORK, 35 WALL STREET 


AND oO THES PERTH © ft PAL cities s 


@ The Program That Does More Than Entertain 


Every Wednesday evening you may increase your knowledge of sound invest- 
ment by listening to the Old Counsellor on the Halsey, Stuart & Co. radio 
program over a nation-wide N BC network. Music by symphony orchestra. 
9 p.M. Eastern Standard Time + 8 P.M. Central Standard Time 
7 p. M. Mountain Standard Time + 6 P.M. Pacific Standard Time 
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A SOUND INVESTMENT 


Net income of the Commonwealth Edison 
Company for the three months ended 
June 30, 1931, was equivalent to $2.67 a share 
on the 1,527,186 shares outstanding. This com- 
pares favorably with the net income for the same 
period of 1930, which was $2.66 a share earned 
on 1,378,556 shares. Net income for the first 
half of 1931 was $517,852 greater than the first 
half of 1930. Commonwealth Edison Stock is 
listed on The Chicago Stock Exchange. Stock- 
holders now number in excess of 57,000. 


This outstanding utility investment is available under 
our monthly savings plan. Write your name and 
address in the white space below for full information 


UTILITY SECURITIES COMPANY 
230 So. La Salle St., Chicago 


New York Minneapolis seam Kansas City Des Moines 
Cleveland Detroit Los Angeles Indianapolis 
San Francisco Milwaukee Louisville Tulsa 

St. Louis 
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Some of the most important men in the business 
and financial world look to WORLD'S WORK 
regularly to keep them informed on all impor- 
tant trends. To them it is a necessary magazine 
and perhaps it can serve you. If not a subscriber, 


Mail to 


WORLD'S WORK 


GARDEN CITY NEW YORK 


send a dollar for six months’ trial. 














(Continued from Page 75) 
of work constantly is prone to feel that, 
to dress the part, he should wear the uni- 
form of an interne, carry a black bag, 
and ride in an ambulance. 

The worst part of all this is the fact 
that it is so difficult, under such circum- 
stances, to give advice which is con- 
structive and at the same time accept- 
able. Usually these securities are sell- 
ing at the low ebb as far as price is con- 
cerned, but usually, also, there is some 
glimmering of hope for ultimate re- 
covery. Ifthe recommendation is made 
that they be sold at once, and at the 
prevailing market, and any subsequent 
recovery is experienced, an incalculable 
amount of damage to the goodwill of 
the investment house may be worked by 
virtue of an honest expression of opin- 
ion. If the advice is given that the 
securities be held to await further de- 
velopments, and a substantial additional 
loss is incurred, as is usually the case, 
the same illwill is engendered and for the 
same reason. If the facts are spread out 
before the investor and he is asked to 
form his own conclusion, the statistician 
is blamed for not being conclusive and 
the information is characterized as of 
dubious value. 

There are inquiries, to be sure, of a 
different nature which have to do with 
what to buy, rather than what to do 
with something already bought. These 
give the real statistician a great deal of 
pleasure, and full rein for the exercise 
of his talents for interpreting both facts 
and the significance of facts. If more of 
these inquiries came from people who 
were planning to invest for a period of 
time, and fewer from people who were 
hoping to make an immediate profit in 
the stock market, the net result of this 
subordinate phase of his analytical func- 
tion would give the statistician still 
more satisfaction—but such is not the 
case. The situation, however, which 
gives the statistician the most concern, 
arises out of the fact that every one 
with whom he comes in contact, and for 
or with whom he has occasion to ap- 
praise and evaluate both facts and 
figures, expects him to be a prophet as 
well as an economist. This is simply 
contrary to his instinct, his inclination, 
and his training. 

The whole of the statistician’s life is 
spent in separating the real from the 
unreal, fact from fancy, and profits from 
prophecies. It is literally impossible 
for him to function in a dual capacity. 
If he is competent, he is equipped to 
resolve any business situation into its 
essential elements and to state those 
elements conclusively, or to trace the 
history of any business and to adduce 
appropriate reasons why certain things 
took place in the past. He is able and 
willing to determine and to indicate the 
trend of any business and, assuming the 
continuation of existing conditions, the 
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(Continued from Page 76) 
probable continuation of this trend; he 
sometimes refuses, however, to make 
even this prediction because he knows 
that the one thing which never can be 
assumed with safety is the continuation 
of existing conditions. He is able and 
willing to tell you what took place and 
why, and he is reasonably able and 
equally willing to tell you what to do 
about it and why, but he is neither able 
nor willing to undertake to tell you what 
will happen in case you either do, or do 
not do it. 

He is satisfied to be judged upon the 
basis of his ability to provide both exist- 
ing facts and opinions based on existing 
facts, but he respectfully submits that, 
while he may entertain and express a 
purely personal opinion with respect to 
the future, this opinion és personal and 
not professional. The individual statis- 
tician should not be judged profession- 
ally either because of his inability or un- 
willingness to tear aside the veil of the 
future, or because of the activities of 
that great number of the relatively 
incompetent who—because of the in- 
adequacy of existing nomenclature— 
carry the same designation. 


x-Roberts,and y-Hughes 
(Continued from Page 47) 
meaningless labels to it. For more 
often than not it is the other fellow 
who is conservative. Assuming the 
proper meaning of the one or the other 
epithet, it means little unless it is 
related to a particular justice and his 
opinion in a particular case. The real 
significance of the existence of a new 
majority in the Supreme Court is to 
be found in the effect of their decisions. 

It is safe to say that the chain stores 
will receive the careful attention of 
state legislatures in the near future. 
The proprietor of the store at the cross- 
roads has already found competition 
with them difficult. He and his kind 
will aid and abet the legislatures in 
tapping so lucrative a source of revenue. 
That decision, taken together with the 
O'Gorman case (in which the fixing 
of fire-insurance rates was held valid) 
indicate that the Court will permit a 
wider scope to the legislative activity 
of the states in the regulation of business 
than formerly. 

At the present time chain-store people 
in Indiana and New Jersey insurance 
agents are the only ones adversely af- 
fected. Nevertheless state legislatures 
are quick to take their cues once the 
Supreme Court has spoken. Moreover, 
another term of the Court will start in 
October. With the multitude of issues 
which are continually being evolved in 
the mutual functioning of our federal 
system, the next term of the Court is 
bound to produce more surprises. 

The storm center at Washington will 
be well worth watching. 





























Your New York 
Banking Connection 


Ms business concerns throughout the country 


maintain New York accounts with the Guaranty 
Trust Company. Each account receives the personal at- 
tention of experienced officers who are familiar with the 
customer s business and who keep in close touch with it, 
wherever it may be located. 


In addition to rendering such individual service, the 
Bank makes available to its commercial customers the 
advantages of its ample resources and its exceptional 
facilities and contacts, national and international. 


We invite executives to discuss their banking re- 
quirements with us. 


Guaranty Trust Company 
of New York 


140 BROADWAY 


FIFTH AVENUE at 44TH STREET MADISON AVENUE at 60TH STREET 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Capitat, SurpLus AND UNpivipepo Prorits 


MORE THAN $295,000,000 


© G. T.CO. OF N. Y. 1931 
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Dividend Notice 


Pacific Lighting Corporation Common Stock; Dividend No. 88, pay- 
able August 15, 1931, to stockholders of record July 20, 1931. 

Pacific Lighting Corporation $6 Dividend Preferred Stock; Dividend 
No. 96, payable July 15, 1931, to stockholders of record June 30, 1931. 






PAcIFIC 


Unifying the following companies 
[together with the Santa Maria Gas 
Co.] to form a compact and complete- 
ly interconnected utility system, for 
economy of operation and of supply- 
ing capital for extensions and improve- 
ments. The Pacific Lighting group, 
established in 1886, supplies natural 
gas throughout the major portion of 
Southern California and both natural 
gas and electricity in the city of Los 
Angeles, serving 976,000 customers. 


LIGHTING 


CORPORATION 


DIVIDENDS OF 
SUBSIDIARY COMPANIES: 


Southern California 
Gas Corporation 


$6.50 Dividend Preferred Stock; dividend payable 
August 31,1931,to stockholders of record July 31,1931. 


Los Angeles Gas and 

Electric Corporation 
6% Preferred Stock; dividend payable August 15, 
1931, to stockholders of record July 31, 1931. 


Southern California Gas Company 
6% Preferred Stock; dividend payable July 15, 1931, 
to stockholders of record June 30, 1931. 
Southern Counties Gas 

Company of California 
6% Preferred Stock; dividend payable July 15, 1931, 
to stockholders of record June 30, 1931. 


Dividends on all of the foregoing issues have been 


paid uninterruptedly since the 


initial dividend. 





PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA STREET, SAN FRANCISCO 
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will keep you informed and 
conserve your reading time. 
See it regularly. 














Of Interest to Investors 


Our four-page monthly, “The Municipal 
Bond Buyer,” contains articles and news 
items of interest to conservative inves- 
tors. Write for a copy, which we will 
gladly send you without charge or ob- 


ligation. 


H.C. 
SPEER & SONS 
COMPANY 


Established 1885 
First National Bank Building, Chicago 

















Look 
and decide which of the 


new occasional pieces of 


about your rooms 


furniture would most im- 
prove them. Let this beau- 
tiful new home-making 
magazine help you with its 
suggestions. Only $1 for 12 
issues. Published by 
Doubleday Doran & Co., 
Inc., in Garden City, N. Y. 


THE AMERICAN HOME 





























Challenge to the Banks 


(Continued from Page 45) 


to a much greater extent than even the 
curious resolution adopted at last Octo- 
ber’s convention would indicate. Strik- 
ing evidence of this came in Mr. Tray- 
lor’s unexpected answer when Senator 
Glass asked, “Is Chicago now in favor 
of branch banking in any measure?” 
He had been talking of the bitter fight 
a few years ago when Chicago bankers 
led the opposition to his efforts to obtain 
at least some limited branch-banking 
privileges for national banks. 

“Senator,” said Mr. Traylor, “our 
friends who rode us so hard are now its 
most noted exponents and champions.” 

“They are?” 

“Yes, I think I can say that without 
any fear of contradiction.” 

“Well,” came the Virginian drawl, 
“they would have saved me fourteen 
months of hard work if they had felt 
that way at first.” 

Mr. Traylor put on his best Kentucky- 
Texas-Illinois smile and said, “I have 
some sympathy with you.” 

The important problem of a closer 
contro] of credit through the Federal 
Reserve System, mentioned by Presi- 
dent Hoover in his reference to the large 
diversion of capital and bank deposits 
from commercial and industrial business 
into “wasteful speculation and stock 
promotion,” has long been one of the 
main concerns of Senator Glass. Sev- 
eral of his proposals relate to it directly 
or indirectly, as do some of those 
advocated by Mr. Young, Mr. Hamlin, 
Mr. Harrison and Mr. Miller. The 
two last named, incidentally, testified 
at much greater length than any other 
witnesses called by the Glass committee, 
and between them developed the most 
exhaustive and illuminating exposition 
of Federal Reserve credit policies and 
operations ever given at a public hear- 
ing. 


“We have need to consider all of our 
economic legislation, whether banking, 
utilities, or agriculture, or anything 
else, from the point of view of its effect 
upon business stability,” President 
Hoover told the bankers last October. 
“The government can and must correct 
abuses.” That may be taken as a 
summary of the present attitude at 
Washington. The fundamental differ- 
ence between the position of the author- 
ities there and the majority of bankers, 
including the Hecht committee, is as 
to the means whereby banking reforms 
are to be accomplished. The bankers 
want the reforms to come mainly 
through voluntary improvements in 
bank management without additional 
legislation. Where there is to be legis- 
lation—as in the case of branch bank- 
ing, for example—they want the changes 
to come through the slower process 

(Continued on Page 79) 
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of amending the banking laws of the 
separate states, the state banks hav- 
ing a numerical majority of two to 
one. 

At Washington the position is that 
the reforms should be insured as fully 
as may be by prompt amendment of the 
federal banking statutes; that in the in- 
terests of the greatest good of the 
greatest number of depositors the fed- 
eral government should take the 
initiative in raising banking standards 
and improving banking practices, be- 
cause the member banks of the Federal 
Reserve System contain nearly two 
thirds of all the deposits in the country 
despite their numerical minority. 

Furthermore, on the particular meas- 
ures involved, there is a more clearly 
defined understanding and a much 
closer agreement among the govern- 
mental authorities, irrespective of party 
affiliation, than there is among the bank- 
ers themselves. The Hecht committee 
concedes the impossibility of drafting a 
statement of reforms or remedies ac- 
ceptable to “ the whole or even a great 
majority” of an association made up of 
“a great diversity of bankers with differ- 
ing viewpoints and interests of a very 
practical nature.” The association’s 
National Bank Division, in its report 
to the last convention, said frankly that 
it would not make any recommenda- 
tions on branch banking: “ the enthusi- 
asm of its advocates seems no less pro- 
nounced than the opposition of its 
objectors,” but the division “stands in 
the shadow of the position taken by the 
association.” 

It remained for the association’s 
president, Rome C. Stephenson, to 
put the climax of candor on the hope- 
lessness of trying to get the bankers to 
agree among themselves. 

“TI suppose you have a legislative 
committee?’ Senator Walcott inquired, 
while Mr. Stephenson was testifying 
before the Glass committee. 

“The American Bankers Association 
has a federal legislative committee,” 
Mr. Stephenson answered. 

“And they take quite an active in- 
terest, do they?” Senator Walcott con- 
tinued. 

“T do not know that the committee 
has taken very much activity in con- 
nection with the pending legislation,” 
said Mr. Stephenson, “for the reason 
that the association has members from 
the national banks, the state banks, the 
mutual savings banks, the trust com- 
panies, and the private banks, and it 
also has a great many unit banks, 
branch banks, chain banks, and group 
banks. It makes a very delicate 
situation for the legislative committee 
to take any action that might prejudice 


any of these groups that belong to the 
association.” 
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Customers in the area served by the 


Associated System purchased 19,489 
& automatic refrigerators during a re- 
cent six weeks’ refrigerator sales cam- 


paign. About half, or 9,592 of these 


Kd 


sales, were made by dealers who were 
assisted by a plan of cooperation 
established by the Associated New 


Business Department. 


Stability from Domestic Use 


Growing domestic use of elec- 
tricity from sale of appliances 
increases the natural stability 
of the industry. Stability from 
this source is becoming even 
more pronounced. During 
1930, use of electricity in 
homes accounted for 33'2.% of 
the total revenue as compared 
to 28% in 1921. 

This trend of the electric 
industry is of interest to those 
seeking sound investments 


with growth possibilities. The 
achievement of dealers in co- 
operation with employees of 
the Associated System in the 
face of conditions generally 
unfavorable to business ex- 
pansion shows that the utili- 
ties are an important influence 
in leading the way back to 
business recovery. 
“4 “ ~ 

To invest in Associated securi- 
ties, write 


Associated Gas and Electric System 
Maes New York 


The Associated System serves 1,432,108 customers in 3,117 communities 
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After Hours 


Blessed Be the Man of Few Words 











nostrums that have been of- 

fered by Eminent Suggesters 
as certain cures for the depression, 
you would have an interesting phar- 
macopeia. One really wonders 
whether all our Industrial Magni- 
ficos are turning soothsayer. 

There are two qualities that all 
these prescriptions have in com- 
mon. The first is left to you and 
with trust that you will put it po- 
litely. The second is that they 
all entail sacrifice on the part of 
somebody else. 

Henry Ford is the latest to pro- 
pose a panacea. His specific is 
that everybody must become a 
vegetable gardener overnight. To 
that end he promises to fire any 
employee who by next spring is 
not growing his own broccoli in 
his own back yard. 

Just for fun, let us suppose this 
to be possible, even probable. 
The prescription is filled and con- 
sumed. We are all vegetable gar- 
deners, raising everything from the 
hors d’oeuvres radishes to the 
final salad. Now who or what is 
going to relieve the ensuing depres- 
sion among the truck farmers and 
vegetable merchants? 


Talk Loud and Fast 


Another one comes from Lang- 
don McCormick. If the cotton 
planters and the wheat growers 
and all the other tillers of soil 
will destroy one third of their crops 
everything will be jolly and the 
goose hang high. Why not set 
fire to a few dozen grain elevators? 
Why stop there, for that matter? 
The idea is capable of infinite ex- 
pansion. 

Then comes Arthur Brisbane, 
Prolific Journalist. In stentorian 
tones, with the upper case of all 
his fonts working overtime, he 
demands that the government 
spend immediately two billion dol- 
lars—or is it trillion?—on public 


[ YOU were to collect all the 


works of one sort and another. 
One might suggest draining the 
marshes in Arizona and Nevada. 

To be sure, you and I and all 
of us are in hock now for a vertigin- 
ous amount of money on account of 
the soldiers’ bonus. The Treas- 
ury reports a huge deficit, our pock- 
ets are the only source from which 
it can be wiped out, and Republi- 
can leaders are talking themselves, 
as well as us deaf so that they can’t 
listen to their own thoughts of 
what we are going to think when 
Congress has finished raising the 
income-tax rate. 


Where's That Bonus Boom? 


And wasn’t this same bonus yes- 
terday’s panacea for all our 
troubles? Give the brave lads the 
money, they'll spend it, the money 
will get into circulation, and credits 
will improve! 

Another panacea framer is the 
Reverend Norman Thomas, erst- 
while Socialist candidate for mayor 
of New York City and prospec- 
tive Socialist candidate for gover- 
nor of New York State. His idea 
is that the first step necessary 
to cure the depression is to fire 
Mayor Walker of New York. 
Judge Seabury is working overtime 
to this end in an effort to get some- 
thing on His Honor. But among 
the mobs the betting is nineteen 
to five in the latter’s favor. 

The only chronic soothsayer 
whose voice we have not heard is 
the reliable Thomas Alva Edison, 
for the reason that he has been— 
unfortunately—too ill to say any- 
thing. 

But it is not only the depression 
that has brought out the oracles. 
As these lines are being written 
one learns that some people in 
New York are quite excited over 
the discovery that there is crime. 
They are holding mass meetings, 
just about as productive of com- 
mon sense as a Senate debate. 


Everybody agrees that ‘“something 
must be done.” 

Only, no two people can agree 
on what that something is. The 
Honorable Bainbridge Colby, a 
handsome fellow who wears the 
best-cut waistcoats in New York 
except Charles Schwab and Ru- 
dolph Spreckels, says we should 
take the police out of politics. 

A shrewd lawyer, who has grown 
rich by securing the acquittal of 
dangerous criminals, points out 
penetratingly that mass meetings 
are about as effective as incanta- 
tions or inspecting the entrails of 
a cock, Roman fashion. But what 
is his remedy? Well, we must re- 
store the influence of the family. 
We must stop young oafs from 
hanging around pool rooms and 
lasses from frequenting dance halls. 
Just how all that is to be achieved 
he does not know. 


But Some Men— Work! 
The Honorable Edward P. Mul- 


rooney, one of the canniest Police 
Commissioners New York has ever 
had, wants the government to 
make the purchase of firearms im- 
possible. Presumably in the same 
fashion that it has made impossible 
the purchase of liquor. 

And in the mean time there is 
in the country a very considerable 
group of able and still successful 
business men. If they have ideas 
for achieving the millenium, and 
that may be seriously doubted, 
they don’t befuddle the country 
by making them public property. 
They don’t consider themselves 
bright enough to solve everything 
at one fell swoop. Very often, 
in the privacy of their bedrooms, 
they even doubt whether they are 
bright enough to solve the prob- 
lems of their own companies. 
Yet in their own slow but undra- 
matic ways they are gradually 
turning the trick and digging us out 
from under. 








